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Introduction 


Commemorating the Human Rights Day on 10th December, 
1995 with a Seminar on ‘The Right to Development-Towards | 
Poverty Alleviation In Maharashtra’ has been a natural option 
for YUVA. The Universal Declaration of Human Rights refers to 
the fundamental issues of food, health, education and social © 
security. The existence of widespread extreme poverty is a vio- 
lation of Human Rights and inhibits its full and effective enjoy- 
ment. Therefore, its immediate alleviation and eventual elimina- 
tion must remain a high priority. 


This dossier addresses the focus of the Seminar - Poverty. It 
is a compilation of selected articles on the conceptual defini- 
tions of Poverty, Development and Human Rights, moving on 
to the challenges of poverty and its impact on specific groups. 
The dossier also focusses on some of the government policies 
and programmes, appraisals and alternatives for Poverty Alle- 
viation and Development. 


In addition to the dossier, the December issues of YUVA pub- 
lication ‘Anubhav’ both in English and Marathi address the 
theme of poverty. 
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Overview 
Excerpt from Growing Amnesia 


- Rajni Kothari 
Published by Viking, Penguin India 


It is not my intention to offer a criticism of 
economics or economists. The failure to extricate 
humanity from poverty and its pathological state at 
present is not primarily that of economists, for 
poverty is not basically an economic problem. 
Rather, it is a particular state of social, political, 
psychological and existential being that defines the 
human condition at a given point in history. Nor 
was the science of economics meant to handle the 
problem of poverty until recently when economic 
science became a so-called ‘policy science’, and a 
set of individual economists who came from a 
certain ideological background got concerned with 
the issue and its ramifications, as has happened 
with a number of leading Indian economists as well 
as foreigners working on India and other Third 
World countries. Further, what is called 
‘development’ has not aiways been an effort to 
overcome poverty. At least in the Western 
industrialized countries (which most Third World 
elites would like to catch up with) development did 
not entail moving out of a state called poverty not 
one which we in this country are fond of calling 
‘poverty alleviation’. They simply entered a period 
of technological change, starting in the late 
eighteenth century, which in the course of time led 
to the phenomenon of industrialization that, over 
time, ushered in an era of progress and prosperity. 
(Incidentally, the original Theory of Progress that 
emerged from the European Enlightenment was not 
an economic concept). 


In short, economic development in the West 
consisted of a march towards affluence, a 
completely new development in human history 
which was first limited to the class that owned the 
means of production and then under political 
pressures from the labouring classes and 
intellectuals, and new political parties who took up 
their cause, spread to, larger sections of scviety. 
Poverty in these countries has been a phenomenon 
that grew as a result of affluence, and of internal 
crises and contradictions of capitalism as happened 
in the 1930s and as has started happening in 


recent decades, especially in the United States but . 


also in other industrialized countries. The same is 
the case with poverty in the non-Western world 


which has been a consequence of capitalist 
development internationally and within each non- 
Western country. What seems to have happened is 
that human societies that adapted the path of 
capitalist development ‘grew into poverty’ and are 
now desperately trying to ‘grow out’. (The capitalist 
dogma that it is through economic growth and 
higher rates thereof that poverty can be done away 
with, can be considered as part of such an 
attempt to ‘grow out’ of poverty). 


Poverty as a Consequence of ‘Development’ 


The realization that poverty is a consequence of a 
certain model of development (and that the colonial 
outreach of world capitalism gave rise to structures 
where the new phenomenon of poverty was a 
necessary concomitant of the pursuit of wealth 
globally) had already emerged in the course of 
anti-colonial struggles and movements for liberation 
and national independence. In India it was clearly 
evident in Mahatma Gandhi's thought on both the 
causes of dependence externally and the causes of 
persisting poverty and large scale unemployment at 
home. And although Jawaharlal Nehru and the 
leadership of the Congress Socialist Party were not 
averse to industrialization, they clearly saw the 
exploitative character of capitalism and the growth 
of poverty as a result of such exploitation. While 
there was a lot of difference of opinion between 
the Gandhian and the Nehruvian prescriptions for 
taking India out of the state of poverty brought on 
by colonial administration and dependent capitalism 
during the colonial period, they both agreed that 
poverty was the principal problem facing 
independent India. Poverty was seen as not just 
one among many problems which could be handed 
over to bureaucrats and technological experts on a 
departmental basis but something that pervaded all 
other issues and had thus to be the main focus of 
the new independent State. Political independence 
had to be translated into economic and social 
independence as without achieving the latter, the 
former was meaningless. 


This perception was engraved in the constitution of 
independent India, particularly in the Directive 
Principles, in the setting up of the Planning 
Commission at almost the same time as the 
promulgation of the new republic, and Nehru’s 
continuous emphasis on the theme of poverty and 
the need for a planned attack on it wherever he 
went during the course for his journeys covering 
the length and breadth of the country. The socialist 
leadership was even more insistent in fact, far 
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more than Nehru on this basic condition in which 
the mass of people were to be found, namely one 
of acute poverty and suffering. It was Ram 
Manohar Lohia more than anyone else who shook 
the conscience of the till then upper class 
dominated Parliament by pointing out that the 
average India lived on ‘ 3 annas' per day and that 
the country and the government of Mr. Nehru 
should be ashamed of this. And then of course 
there was the small but highly committed band of 
communists for whom the basic task facing the 
country was to bring down the inequity and 
injustice brought on by both the feudal and 
capitalist modes of production, and the need to 
frontally attack the causes of poverty. 


Poverty as ‘Structure’ 


Unfortunately, while all these streams of thinking 
understood that poverty was basically a political 
issue and had to do with the distribution of power 
in society, there was no clear thought given to 
building a distributive dimension into the institutional 
structure that was set up and evolved for the 
running of the State. Hence, while some attempts 
were made to take the country towards a measure 
of equality, e.g., through tenancy reforms and 
labour legislation and special provisions for 
historically deprived communities (the Scheduled 
Castes, Scheduled Tribes and backward classes), 
nothing was done to replace the colonial 
administration by a new structure of implementing 
the Directive Principles written into the Constitution 
or the ‘socialist’ thinking to which the Congress 
Party and the left parties were committed. In the 
course of time, the ‘pragmatic’ pull of vote-getting 
and financing the ruling party as well as the 
growing influence of landed and middle class 
interests in its organization, especially at the State 
Level, and the disinclination to provide a clear 
ideological edge to the workers and the leaders in 
the party led gradually to handing over the policy 
process to bureaucrats and experts, with the party 
itself given a very minimal role in the running of 
the State. This failure to build an ideologically 
coherent party and instead the tendency to magnify 
the role of the government and bureaucracy in 
dealing with as crucial a task as removing the 
causes of poverty and eliminating the structures 
that perpetrated them, was to prove very costly in 
the decades to come. 


In the process, planning itself became a 
bureaucratic and highly centralized operation, 
reducing states and districts to the mercy of the 
central bureaucracy. On the other hand, they 


allowed full play to the vested interests (business, 
industry, landowning classes, financial institutions) 
with the result that far from doing away with or at 
least reducing poverty and disparities, they were 
allowed to be accentuated. Not just in terms of 
widening gaps and growing inequities but also in 
terms of transforming the character of poverty from 
being a state of subsistence survival to being one 
of growing destitution and alienation from the very 
bases of survival, e.g., in terms of natural 
resources, community lifestyles and shared patterns 
of livelihood. And from being ‘relative’ to being 
‘absolute’, and not simply in economic terms but in 
more total states of being. While the bureaucratic 
approach led to a fragmentation of the attack on 
poverty through a plethora of plan schemes, the 
basic structure of social and political power became 
move and more impervious to State intervention, 
with the result that while plan schemes and 
projects kept proliferating, ,resources and institutions 
and entry points to decision-making were 
increasingly cornered by small classes of people, 
mainly the urban educated middle class and 
the large landowning class, with little really 
percolating or ‘trickling down’ to large sections of 
the people. 


As time went on, this situation got stabilized and 
instituionlaized, with little scope left for correcting 
imbalances and reducing disparities, not to speak 
of undertaking any real structural transformation. In 
fact, on way of distinguishing the approach of the 
bureaucracy from that advocated by politically 
conscious people is that the former wanted to see 
poverty as a thing-in-itself, as a mere quantitative 
state of deprivation where providing a certain 
amount of income or food solved the problem. The 
latter, on the other hand, have seen it as an issue 
of equity: and have, therefore, argued for structural 
changes. But such thinking has had little real 
impact, despite trying. Various governments have 
come and gone. Different parties have had access 
to formal power. Scores of committees and working 
groups have deliberated on major structural and 
programmatic issues. And, in the meanwhile, lots of 
warnings have been sounded by protest movements 
and growing social turmoil between classes, castes 
and communities and between citizens and the 
guardians of the State but all this without much 
impact on the real state of affairs. There has been 
no death of well-meaning leaders and even 
bureaucrats and experts. But they all seem 
powerless before the powerful forces (local, national 
and international) that have consolidated their 
position in the governance of the country. A 
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manifestation of this helplessness was found in 
Rajiv Gandhi's admission that 85 per cent of the 
plan resources do not reach the people though of 
course he did not admit that this was largely a 
result of large-scale corruption, including among the 
political elite. And, later, in the decision by the next 
Congress government that succeeded him (after a 
short interregnum) to hand over the economy lock, 
stock and barrel to global institutions and foreign 
investors. 


Poverty as Inevitable, Insoluble 


The real and more basic manifestation of this state 
of helplessness is found in the tendency to 
underplay the very problem of poverty and act as 
it is did not exist. The new penchant for turning 
away from the past and forging ahead into the 
future, and joining the global march towards 
progress and affluence, also involves forgetting the 
poor and the oppressed, and the women and the 
aged. There is less concern for the coming 
generations and little sense of embarrassment or 
guilt (not to speak of anger and outrage) at the 
continuing exploitation and blatant violation of 
people’s rights and dignities. Poverty is fast 
becoming a forgotten issue while describing the 
human condition. Key headlines in the media, the 
new slogans and the emerging prognoses put out 
by those in authority are no longer concerned with 
the basic condition in which a large part of 
humanity lives. It is a condition of absolute poverty 
with increases in states of ill-health, hunger and 
starvation. Furthermore, the goals of society and 
economy are no longer what they used to be; a 
considerable shift in the diagnosis of the reality 
facing us has taken place. This has gone so far 
that even ordinary people have been brainwashed 
into being hoodwinked by new desires and 
expectations new consumer needs that have been 
planted in their minds by the mass media and ad 
agencies. This in turn has resulted in deepening 
relative poverty as well. For the elite, neither 
absolute nor relative poverty is any longer a matter 
uf primary concern for the State and for planned 
development. These are rather to be seen as 
unwanted and unpleasant fealities to be wished 
away. 


Even on the poverty front more attention is given 
to the social strife and violence that it creates 
and the law and order problems with which the 
elite has to deal. The long failure to face up 
to the basic malady of deepening poverty of both 
the absolute and the relative types has led the 
state, the elite, the bulk of the intelligentsia, the 


YUVA 


media and of course the whole civil administration 
and planning bodies to concentrate on symptoms 
that have arisen as a result of this basic neglect. 
In the meanwhile, misleading analysis of the 
key problems facing the country has detracted 
from the real issue, e.g., technological 
backwardness, fiscal crises, ‘credit worthiness’ 
abroad (credit with the masses no longer being an 
issue), queueing up for joining the world market 
and not being left behind, opening up the economy 
so that we become more efficient and competitive 
and so on. There has taken place a substitution of 
real issues with pseudo issues, real crises facing 
the country. Having failed to attend to the real 
crises with pseudo crises as found in the current 
discussion of the economic crisis facing the 
country. Having failed to attend to the real 
structural parameters of poverty, we are now being 
made to accept the phoney ideas of ‘structural 
adjustments’ and ‘structural reforms’. To refer io an 
issue raised earlier, we seem to have decided to 
move forward as a country towards affluence and 
to ignore the problems of poverty and pauperization 
in which the people of this same country are 
engulfed. 


Era of Uncertainty 


Underlying such a state of consciousness for which — 
poverty is fast ceasing to be an issue lies a basic 
drift caused by loss of faith in the very vision and 
perspective that had sustained the earlier generation 
of nation-builders as well as the philosophy and 
outlook on the future that had informed such a 
vision. To this | will now turn. 


Historically, we have entered a period of great 
uncertainty as regards both our understanding of 
issues and our approach to dealing with them. It 
is a period marked by a growing dissonance 
between our perception of reality and reality as it 
exists or is unfolding. Poverty exemplifies this in a 
most acute way. 


Apart from this cognitive dissonance that envelopes 
all that we are engaged in - or are getting 
disengaged from - there are many other specific 
aspects of the environment in which we seem to 
be placed. Some of these are : 


@e Power struggles at the top that are 
fragmenting and tearing apart the ‘system’, 
the institutional fabric provided by the 
Constitution, and the moral framework we had — 
inherited from the movement for national 
freedom: 


Definitions, Perspectives and Trends on Poverty and Human Rights 


e@ Deep-seated social turmoil, drawing in both 
traditional institutions like caste and ethnicity 
and modern structures of polity and economy, 
producing in its wake tremendous turbulence 
of a psycho-social type, growing schisms 
between communities, regions and identities 
and at the same time defeating all attempts 
at channelizing social energy along class 
conflicts with a historical dialectic informing 
them; 


@ The project of democratic nation-building with 
which we had started has been subjected to 
contrary pulls of centralized governance and 
the ideology of national unity at all costs on 
the one hand, and the growing demands of 
pluralism, self-determination of each ethnic 
identity, human rights and competition for 
achieving equality for all on the other; 


e A total lack of consensus on what we mean 
by justice and a just social order. It is the 
same with equity and in a different way, with 
the notion of diversity. And at the opposite 
end, with Unity, totality, holism, integration, 
interdependence and other such notions of 
integration, 


e Deeper still, the struggles against the 
iniquitous State-sponsored model or 
development are themselves either getting 
fragmented politically and ideologically or 
getting marginalized or co-opted. Those who 
refuse to be co-opted and also refuse to be 
marginalized are brutally suppressed. 
‘Movements’ as opposed to ‘mainstream’ are 
proving unable to hold, both getting pulverized 
by a new fundamentalism. ‘Development’ has 
also become a kind of fundamentalism . 


New Fundamentalism 


It is against such a background of drift and 
unresolved problems facing the State that yet 
another fundamentalism has raised its banner, 
namely that of the Market, backed by a new brand 
of ‘elite populism’ around the presumed promise 
and advocacy of the Market as an instrument that 
will end the monopoly of the State and make it 
easy for everyone. ‘Liberalization’ and ‘privatization’ 
are the other two catchwords that go along with 
the advocacy of the Market. With this the whole 
framework of issues and concerns that should 
inform economic development has drastically 
changed. Among other things, the whole rationale 
of development as a reduction of poverty and the 
promotion of equity goes. The whole focus shifts to 
deregulation, mainly for foreign investors and 
multinationals, though it is legitimized by promising 


a general era of deregulation domestically. We 
know that the latter has not happened except in 
the cases of a few powerful industrialists and 
contractors who in any case always had privileged 
access to the agents of the State. We also know 
that it will not happen for a long time to come, 
certainly not for the ordinary citizen or even the 
small entrepreneurs, given the structure of power 
and influence in our society. And yet, slowly and 
steadily, the view seems to be gaining ground that 
it was the State that stood in the way of progress 
and the prosperity of the nation and that such 
obstruction should be done away with. It is the 
Market that will ensure prosperity for the country 
though even the more strident propagators of the 
Market do not propose that it will remove poverty 
or even reduce its intensity. All that liberalization 
(based on the panacea of the Market) does is to 
‘open up’ the country to outside influences. We 
should be clear in our minds that the ‘opening up’ 
ideology has little to do with the preservation or 
the enhancement of an ‘open society’ in which we 
have all along believed. The democratic movement 
over the last half-century has been struggling for 
this. 


Liberalization should not be confused with liberty or 
liberation. When subject particularly to various 
conditionalities and pressures from global 
institutions, it can and probably will destabilize the 
democratic polity, put the masses under severe 
strain, turn against labour and further marginalize 
the poor. It will treat agriculture and the rural 
sector (especially rural industries and handicrafts) 
as arenas for exploitation. This is in addition to 
being deprived of the support that the State and 
the planning process had all along provided them 
with. Inherent in the new model of modernization 
and technology for which we are desperately 
seeking out multinational corporations will be a 
growing lumpenization of the traditional sectors that 
had provided both employment and security to 
millions of our people. 


Erosion of the State 


Perhaps the most serious outcome of the new 
economic thinking, both globally and nationally, is 
this undermining of the role of the State. This has 
been the main thrust of corporate capitalism and — 
multinational corporations as the main carriers of 
the latest phase in capitalist development. While 
there is no doubt that too much dependence on 
the State had produced a structure of power and 
authority, at once insufficient and oppressive, as 
was indeed continuously pointed out by the left- 
cum-liberal critique of the State in Third World 


Tt tn 


6 


Poverty and Development — A Dossier 


Overview 


Se SSS 


societies, today that very critique is being hijacked 
for a wholly opposite and right wing purpose by 
the proponents of globalization. Again, while the 
argument for liberalization has been gaining ground 
for a long time (in India it goes back to Rajaji’s 
indictment of the license-permit Raj), it has of late 
become the basis for reinforcing privatization and 
debunking not just the public sector but the State 
as such, not just bureaucratic excesses hut 
democratic politics itself, not just corruption in 
public life but the public arena as a whole. 


The current thinking seems to be that, in the 
name of ensuring distributive justice, the State has 
inhibited ‘production and growth’ by suppressing the 
‘productive energies’ of the Indian entrepreneur. 
That by removing controls this ‘productive energy’ 
will be unleashed and, combined with the levers 
exercised by the market forces, will ensure efficient, 
competitive production of goods and services. The 
State shall ‘ensure’ that the thus enhanced kitty is 
appropriately distributed to help the weaker 
segments who may not immediately benefit from 
this economic upsurge. However, in time, if all 
goes well, everybody will start benefiting. Whatever 
that means. 


But, of course, we also know that what has 
contributed to both the decline of the State as an 
instrument of equity and justice, of people’s 
democratic rights, and the current right wing attack 
on it has been its failure to implement the radical 
measures that it had accepted in principle but all 
along failed to carry out. This ranges from land 
reforms to the ‘right to work’, from democratic 
decentralization to workers’ participation, from 
employment guarantee to enabling the youth of the 
country to become the vanguards of a national 
renaissance. These and many other structural 
reforms have been continuously either simply 
ignored or deliberately sidelined by the ever 
expanding bureaucracy as well as the increasingly 
disoriented ranks of elected ‘representatives’. While 
not falling prey to the new ideology of liberalization 
and the Market, we have also to take into account 
the limits of State action, given the strong vested 
interests that dominate the State. The key issue to 
ponder in the situation we face in India and 
elsewhere in the Third World is whether the State 
and the Market ar the only two alternatives, given 
the fact that both of them are highly centralizing 
and elitist in their actual behaviour even if this may 
not be so in theory. In fact, are they really 
alternatives to each other? The Market can 
certainly not operate without State patronage. And, 
recent events in the former USSR seem to 


Suggest that the State is also heavily dependent on 
the Market. We shall return to this issue later. 


Changing Perception of Human Prospects 


Underlying the present crisis in development are 
also some deeper and far-reaching changes in 
perceptions about human prospects and possibilities 
which we should be aware of if we are to come 
to grips with the crisis and evolve a realistic 
Strategy to come out of it. For a long time, 
beginning with the nineteenth century, there existed 
considerable optimism about human prospects, 
covering the whole of humanity and for all 
generations. Building on the assumptions underlying 
the European Enlightenment, there developed an all 
encompassing Theory of Progress, in the main 
based on the promise of modern science and 
technology, positing an almost continuous growth 
towards human happiness. There also developed a 
full-scale philosophy of human happiness. The 
obstacles (e.g., institutional and historical) preventing 
the realization of it, it was asserted, could easily 
be removed both through State action and through 
the will of man. Hedonism was the term given to 
this philosophy. It ruled the roost during the 
Utilitarian phase of European, particularly British, 
liberalism. 


In recent times the Theory of Progress has got 
translated into the paradigm of modernization 
according to which all societies could be 
modernized following the Western example, taken 
out of their traditional constraints, and liberated for 
an almost limitless enjoyment of the fruits of life. 
This was the outlook which influenced the 
modernist leadership of a large number of newly 
independent countries, alongside their attraction to 
industrialization and modern technology. This 
thinking also dominated the advice and expertise 
coming from the North in the form of intellectual 
models, aid-givers, professional economists and 
social scientists working in and outside the United 
Nations, international financial institutions like the 
World Bank as well as in national planning 
commissions and economic ministries. According to 
these thinkers, the only obstacle to realizing the full 
promise of technological modernization happened to 
be ideological (Marxism, nationalism and the hold 
of local cultures and traditions). Once these were 
pushed aside and the engine of modernization was 
given full scope, all the evils of non-Western 
societies (poverty, backwardness, unemployment, 
social disparities, even violence) would be removed. 


This is no longer the ruling perception of human 
prospects. Apart from the alleged inadequacies and 
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inefficiencies of governments and bureaucrats of the 
worlc. and the growing evidence of diminishing 
‘returns of productive forces leading to a renewed 
sense of scarcity, there has also grown an 
argument over the last twenty years that there 
seem to be inherent limits to extending the fruits 
of modern science and technology, representing a 
reversal of the earlier optimistic perception of 
infinite growth under the regime of the modern 
development project. This position was forcefully 
stated in the publication, Limits to Growth, brought 
out by the Club of Rome in 1972. It was argued 
in this book that there are ecological limits to what 
humanity can achieve in terms of growth prospects, 
especially if it were to adopt the Western model of 
affluence and prosperity. It was pointed out then 
that the United States alone used up something 
like 40 per cent of the world’s resources. If India 
alone were to achieve the American standard of 
living and consumer lifestyle, it will need much 
more than all the resources of the world. This 
particular outlook on human prospects was, of 
course, not allowed to go uncriticized. There 
developed a school of thought which argued that if 
human societies were to not follow luxurious 
standards for all and if the focus was on fulfilling 
the ‘basic needs’ of all human beings, the world 
still had enough resources to meet the needs of 
all. 


Furthermore, as the debate became more 
widespread, it was pointed out by many, especially 
from the South, that the real issue was not 
resources but their availability to all. It was not as 
though there was a fixed and finite quantum of 
resources of various types but rather the growing 
inability of political systems to restrain patterns of 
consumption, especially of the upper and middle 
classes round the world, that had both led to 
current levels of industrial emissions and waste and 
produced serious imbalances between town and 
country, rich and poor and North and South. Given 
the present structure of world power and class 
interests, the resources too become maldistributed 
and thus increasingly unavailable for dealing with 
the problems of development. But of course, unable 
to stem the tide of elite consumerism, the elite 
itself feels a sense of the scarcity of resources. 
While this controversy has not to this day been 
settled, there have emerged many other 
compulsions, political, Strategic and economic, 
arising out of the division of the world between 
North and South, East and West (a division that 
has by no means ended), elite and mass, which 
does not any longer permit the optimistic world-view 
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that the modernization theory had once held out. 
Military expenditure alone takes away SO much of 
the total resources of the globe. (It continues to do 
so despite the so-called end of the Cold War.) 
Prospects for economic assistance to developing 
countries which had at one time been loudly 
advertised under what was known as the Truman 
Doctrine have declined as there are many other 
demands to be met, particularly in the richer 
countries which are facing growing recession and 
unemployment; and increasing states of social 
tension and ethnic convulsions, putting severe limits 
on what could be done for the poor and the 
needy not just in the Third World but all over the 
world. But, more than all this, there has emerged 
a new vision of organizing human enterprise, given 
the serious conflicts of interest between and within 
societies that have come to light, and which have 
produced new challenges like terrorism, social 
violence, extremes of the Marxist creed and, of 
course, more recently, the upsurge of ethnicity. 


The emerging vision before the international 
community is no longer one of progress and 
prosperity but rather one -of national and 
international security to be ensured by a conclave 
of global elites and the integration of effective 
markets round the world (in place of increasing 
‘effective demands’ based on the rising purchasing 
power of the people and the enlargement of 
internal markets), and the growth of regional and 
global regimes of trade, technology transfers and 
investment. Underlining this decline in romanticism 
about the promise of modernity is an increasingly 
pessimistic outlook of what can be achieved 
through the sheer application of what is nowadays 
called ‘political will’. Here the paradox is that at a 
time when, more than ever before, technological 
and managerial answers to human problems are in 
evidence, political elites are unwilling to use them, 
thanks largely due to the powerful nexus of 
interests (much beyond the military-industrial 
complex about which Dwight D. Eisenhower in his 
prophetic message to the American people had 
warned us all) that these elites have allowed to 
grow and dominate their lives as well as careers. 
It is because of this peculiar combination of 
emerging possibilities and a growing sense of 
helplessness all round that the outlook for the 
future appears so problematic. And it is out of 
such a changed outlook on human prospects that 
the chances’ of removing poverty and 
unemployment and disparities between and within 
societies seem to be receding. That, given such a 
combination of factors, we may have to live with 
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these phenomena for decades to come is being 
felt and accepted by many. The increasing 
monopolies over resources and productive forces 
and the growth in exclusivist attitudes of the 
national elites have led to the gradual acceptance 
of the exemption of millions of poor, displaced, 
disenfranchised and powerless people. What has 
emerged out of all this is an as yet not fully spelt 
out doctrine of dispensability of those who cannot 
make it to either the corridors of governments or 
to the marketplace on which so much of the 


recent hope for development and progress is being | 


placed. | shall return to the theme of dispensability 
later. 


Emerging New Agendas 


While such a striking reversal of concerns has 
been taking place in the whole approach to life 
and livelihood, to human welfare and human 
suffering, some other contemporary tendencies are 
making it difficult to revive interest on these key 
issues of human survival. We are witness to a 
number of new agendas that are drawing the 
attention of people and elites round the world and 
along which human energy is likely to flow as we 
move along the rest of the 1990s and ‘march’ into 
the twenty-first century. 


Three kinds of upsurge are currently at work, each 
of which is likely to cause growing disintegration of 
the nation state as an institution and, in the 
process, push back concern over the condition of 
the poor and deprived sections of humanity. The 
first of these are the various democratic upsurges 
taking place round the world, presumably bringing 
down autocratic regimes and power structures - in 
the East, in the South and generally all over the 
world. Usually these upsurges are due to an urge 
to establish systems of government based on the 
liberal bourgeois model of representative democracy, 
often pursued by dissenting elites who are pitched 
against authoritarian regimes and are struggling to 
establish democratic governments in their place. 
The hope is being expressed that while such a 
shift towards democratic government will be limited 
to elites, ultimately it will benefit the people at 
large. The evidence available so far does not 
support such hope. We are aware of the enormous 
release of energy and excitement, first in Eastern 
Europe and then in the erstwhile Soviet Union, the 


long term consequences of which are yet to unfold. - 


Just in a few months after the impact of ‘glasnost’ 
in that region there is evidence of growing 
frustration and disillusionment among the public that 
is giving rise to counter-demonstrations against the 
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newly established ‘democratic’ leaders and regimes. 
There is as yet little hope that the historic 
assertion of the liberal democratic spirit in these 
and other countries and regions (Latin America, 
South-East Asia, Pakistan, Nepal and many other 
countries in almost all parts of the world) will in 
fact be realized. 


Second, a series of ethnic upsurges are taking 
place alongside the liberal form of democratization. 
This represents an assertion of the cultural diversity 
and a growing search for identity and authenticity 
within existing nation states and beyond, in and 
across the boundaries that divide them from other 
nation states. Again, while one appreciates the 
search for a more plural and federal political order, 
it is not clear that the social and cultural 
expressions that it represents will necessarily 
address themselves to the basic condition of the 
people and their survival as both human beings 
and communities. 


And then there is probably the most powerful 
upsurge of all, namely the upsurge of the Market 
and the strong appeal towards globalization 
(‘integration into the world market’) that is taking on 
diverse Third World elites as it did earlier with the 
erstwhile counter-elites in the socialist world. There 
is little hope that this marketization and 
globalization (and the underlying draw towards 
privatization of the economy) will ‘trickle down’ to 
the people at large and particularly the poor and 
discriminated sections of them, whether in the 
former socialist world or in the countries of the 
Third World. Instead, the existential condition of 
poverty, once it is steamrollered by the powerful 
impress of the Market, will degenerate into one of 
destitution, hunger and starvation and other multiple 
deprivations in access to livelihood and natural 
resources on which the poor had traditionally 
depended. 


Perhaps the most serious set-back to achieving a 
more humane and just world and to removing the 
scourge of poverty and destitution has been the 
seduction of a large number of socialist countries 
by not just the capitalist model of development but 
also the consumerist model of the so-called ‘free 
market’, as well as by the dazzling technological 
‘miracles’ of consumer societies. Not only is this 
halting the progress towards minimum welfare for 


all - a programme which was combined with a 


degree of austerity and distributive rigour (which 
unfortunately produced an unwholesome regime of 
controls and ‘discipline’ it is also releasing levels of 
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greed and exploitation that are affecting both social 
balances and the natural resource base of the 
social order. Globally, it is eating into the access 
to world resources and markets that are available 
to Third World societies, their erstwhile allies in the 
global power structure, ‘betraying’ the latter (if one 
can use that term) who had stood by them in their 
struggle against Western imperialism. And all this 
for ‘catching up’ with the West, not its democratic 
culture, but its model of development and 
consumerism. 


All in all, we are moving into a period when 
development is being completely redefined and the 
already strong drive towards growing divisions 
between the rich and the poor everywhere - in the 
West, in the erstwhile East, in the South - will 
further deepen as the gains of the newly defined 
‘development’ will be completely cornered by the 
few and millions will be excluded. This will be easy 
because the poor are not part of the Market - 
anywhere, including in the West - and also 
because they are perceived by the powerful and 
the prosperous as an embarrassment, best 
forgotten and allowed to ‘stew in their own juice’. 


Now, such an appraisal of the Market and of the 
globalist vision is not necessarily to accept or 
defend its counter, namely State-run enterprises or 
government programmes designed by planning 
bodies. The latter are known to have not delivered 
the fruits of development to the mass of people 
and are also known to be biased against the poor. 
They are also known to be amenable to the 
pressures of vested interests and politicians as a 
result of which the original intentions of such 
programmes are not carried out. State-sponsored 
development has also shown a tendency towards 
centralized, over-bureaucratic and insufficient and 
corrupt functioning: We also know that the State 
and its various agencies have increasingly become 
repressive and cruel vis-a-vis the poor and the 
radical movements that support the poor. All this is 
true. The problem is: Is the way out of this 
condition created by the centralized State, the 
Market, which will in all likelihood carry all the ills 
that there were in the State and add more of its 
own without providing whatever little spaces that 
are available in the State, its exposure to diverse 
pressures and its minimum norms of accountability 
especially in formally democratic societies like ours? 


We should also recognize that the disenchantment 
with the State had taken place much earlier (ever 
since the mid-Seventies) when the attraction 


towards liberalization had started, and that therefore 
there is nothing terribly new about the current 
emphasis on liberalization, privatization and 
globalization. The processes of neo-colonialism have 
also been going on for quite some time. The point 
however is that all these processes of history are 
now being hastened at a pace and under an 
ideological construction that in fact amounts to a 
qualitative leap turning quantity into quality as Marx 
would have said. In fact, we already know enough 
about the destabilizing role of the introduction of 
the Market - in its new rarefied, consumerist, 
waste-inducing incarnation - into the real economy 
and into tribal and forest hinterlands, draining away 
resources and drawing away peoples and cultures 
from their diverse ethnic and ecological roots and 
steamrollering them all into a homogenized structure 
of goods and services. 


The State itself played a role in promoting the 
entry of the Market into rural and social habitations 
but it was from time to time made aware of the 
inherent inequities and injustices that such a 
process had promoted and had often provided 
safeguards and correctives to exploitation and 
erosion of local communities that were involved in 
the very process of development from above. The 
same is the case with the role of modern 
technology and the imported model of 
industrialization which was subverting traditional 
lifestyles and knowledge systems. But again the 
same elites that controlled the State were 
persuaded to : ; 


e Differentiate between different types of 
industrial development, in our case between 
large, medium, small and tiny sectors. 


@ Provide: for minimum support and subsidies to 
the less powerful among them so that some 
kind of a ‘balanced development’ became 
possible. 


Over time, of course, the power of the large sector 
has been growing and the interests of those living 
under the small and tiny sectors have been 
seriously affected, particularly after the rise of the 
technological model of development that emerged 
under Rajiv Gandhi. Within the framework of 
indigenous industrialization that had been pursued 
for more than four decades after independence was 
also an acceptance of the Market, the money 
economy and modern technology. But an essential 
part of that pursuit was a focus on poverty 
alleviation, reduction of unemployment and social 
disparities. There was also a Slowly growing 
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emphasis on the participation of the people through 
decentralized units at the district and lower levels. 
The unfortunate thing is that precisely at a time 
when a broad national consensus on the need for 
decentralization and people’s participation and 
involvement in the decision-making processes is 
emerging, the new model of globalization based on 
the Market has been delivered to us as a panacea 
for all our problems. This historic turn around 
represents a complete reversal of the decentralized 
and democratic approach to development that had 
been articulated over time through a long process 
of debate and struggle. 


Globalization 


All this is happening under the global framework 
that has emerged in recent years, based on the 
vision of a ‘new world order’ being handed down 
to us by Uncle Sam from Washington D.C. The 
world-view underlying this new world order is that 
of creating and consolidating the whole of humanity 
under one common aegis, a shared philosophy and 
doctrine with designated roles for different power 
centres and regional alignments, an overarching 
technology and ways of distributing and transferring 
the same world-wide. The new audacity and 
arrogance with which such a world order has been 
promulgated has been possible due to a rapid 
sequence of developments, the most dramatic of 
which of course has been first the collapse of the 
Eastern European regimes and then of the Soviet 
Union, but no less critical being the gradual decline 
of elites and states of the Third World following 
their own inner failures at realizing alternative 
sirategies of nation-building and then coming under 
the impact of the new model of globalization and 
integration into the world market. Also involved in 
the process of drawing Third World elites towards 
the globalist world-view has been the growing fear 
among these elites of internal movements of 
dissent and challenges to central authority, often 
taking highly militant forms, ranging from social 
militancy arising from class conflicts and struggles 
against economic exploitation to regional struggles 
for autonomy and self-determination to the growing 
political thrust of ethnic upsurges. All of these 
together are currently clubbed under the single 
rubric of ‘terrorism’. | 


The diagnosis put forward by intellectuals and 
established interests in the West, but also widely 
shared among intellectuals and middle class 
interests in the Third World, is that all round the 
world there is emerging a threat from left wing 
forces which have also got aligned with Islamic and 


other fundamentalist forces, giving rise to a serious 
problem of preserving the security and survival of 


regimes and ruling elites. The threat is seen to be 


working both locally and regionally (cutting across 
state boundaries) as well as internationally. That 
the sources of such threats are themselves highly 
fragmented and lacking in a unified vision, that 
nearly all attempts at providing a truly eclectic 
framework while preserving cultural diversities - 
from Gandhi to the African dream - have failed is, 
of course, true. Hence the great vacuum created 
by what | have, in one of my recent writings, 
called ‘a world without alternatives’, a vacuum now 
being filled by the emerging global status quo 
based on a convergence of ruling elites. 


Needless to say, the ground for such an 
emergence of a common interest among the ruling 
classes of the world had already been laid by, first, 
the defeat of socialism and, second, the waning 
confidence of Third World states in their capacity 
to provide an alternative vision of development and 
nation-building which was to ‘de-link’ from world 
capitalism and pursue its own independent and 
diverse paths that were sensitive to local conditions 
and the call of their distinctive cultures. It is this 
erosion of both the socialist and the Third World 
alternatives, both of which were to focus on the 
key issues of poverty, injustice and exploitation and 
were to produce alternative designs towards more 
humane and equitable societies, that lies behind 
the recent capitulation of elites round the world. 
The result is a much greater emphasis on issues 
of security and survival of ruling classes than on 
removing poverty, unemployment and disparities 
within and between societies. 


The implications of accepting the ‘new world order 
should be fully understood. The role of the State 
in providing ‘welfare’ in the developed world and 
‘equity’ in the developing world will slowly come to 
an end. The reason for this will be only partly 
financial (lack of adequate resources for social 
ends like education, health and housing). It will be 
more political as it falls prey to the model of 
privatization and globalization. It will also be moral 
based as it will be on denouncing the welfarist 
ideology and contempt for things like free health 
services or feeding the poor and the unemployed 
or even women and children in distress. There has 
already taken place a sharp decline in even 
conservative ideas of charity and compassion 
towards the needy and the poor as we move from 
a ‘socialist’ to a technocratic world based on hi- 
tech and integration into a single world market. 
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Also gone will be the idea that the objective of 
economic development was a_ narrowing of 
disparities and a general lifting of standards of 
living and livelihood or, as was the jargon in India, 
lifting millions from below the poverty line. This Is 
no longer a sationale of economic development. 
Development principally means raising of national 
averages (‘per capita’ incomes and wealth), 
catching up with the industrialized countries, the 
principal instrumentality of which has to be 
technology (mostly imported) and the key 
institutional means of which are to be the 
multinational corporations (MNCs) to which we are 
being implored to ‘open up’ as they alone, we are 
told, can bring in the latest know-how in technology 
and undertake the long overdue ‘structural reforms’ 
in the system. 


In this perspective - which has already been 
accepted by most national elites ,-. issues of 
poverty, inequity, disparity and unemployment are to 
be left out from the objectives of development. And 
this at a time when there has been a sharp 
decline in social justice and we are already facing 
a highly unjust social structure (both in its inherited 
and traditional forms and in the newly created 
ones). Indeed, the inequities have been 

getting worse, ever since the focus of development 
shifted from social goals to technological. goals - 
the two need not be antagonistic but have been 
made so due to the impact of the new ideological 
package - and the prime instrument of development 
shifted from the State to the Market - these too 
need not be counterpoised against each other but 
have been as a result of our acceptance of the 
model of liberalization starting in the late Seventies 
and throughout the Eighties. 


There are still other implications of accepting the 
new model to which reference has already been 
made earlier. The importance of the State will 
decline not only as a catalyst of development but 
also as an instrument for redressing grievances, 
providing correctives where injustices have occurred 
and processing demands of the deprived and the 
disinherited sections of society. Unfortunately, the 
new institutional model will lead to a decline in 
interest (till recently quite Pronounced) in North- 
South disparities and consequent arguments for 
‘transfer’ of resources as was argued, for instance, 
by the various independent commissions, from the 
Brandt Commission to the Brundtland Commission 
to the South-South Commission of which President 
Julius Nyerere was the Chairman and Dr. 
Manmohan Singh was the Secretary-General. It 


was also the rationale of the various UN 
development decades, from the first to the second 
to the third. 


Further, with globalization (as distinct from globalism 
espoused by radical thinkers from the West as well 
as the South) the trend towards decentralization of 
secular authority and decision-making will get 
reversed. Because, of necessity, the focus of effort 
will move away from the masses and towards the 
classes. The farther away the focus of thinking and 
deciding about ‘development’, the more excluded 
will become the peripheries, the size of which will 
keep growing and will in a short time include 
sections of the middle class as well. With 
globalization, political units of the federal and 
decentralized kinds will become distant. State- 
centred development was already becoming 
centralized under authoritarian regimes (including 
those that operated under formally democratic 
systems). Globalized development will be even 
more centralizing. And, with the monopolistic trend 
inherent in the model of the Market and of 
privatization, the quality and_ intensity. of 
centralization can be imagined. 


Implications for Culture and Ecology 


Beyond the macro politico-economic implications of 
the globalizing framework that have been laid out 
above, there are several other aspects that call for 
our attention. First, there is likely to be an erosion 
and destabilization of indigenous cultures under the 
impact of the powerful thrust at homogenizing the 
world, a. process that had already begun due to 


.acceptance by the modern State of an exogenous 
- model of modernization but which will now be 


given a much stronger and uninhibited push given 
the fact that the socio-political bulwarks that were 
available because of the relative autonomy of 
diverse nation states will become less and less so. 
The latter had played a mediating role in the 
confrontation between tradition and modernity, and 
thus between external and indigenous structures 
and values. Even though the latter will continue to: 
exist and provide means of combating the 
universalizing and homogenizing consequences of a 
globalist world economy and polity, they are likely 
to be increasingly on the defensive. It is not that 
there is any special need to preserve each and 
every cultural landscape as it has always been. 
The real issue is how in their exposure to modern 
transnational culture and communications, they are 
not forced to ‘adapt’ so much as to lose their 
autonomy and their authenticity. 


See 
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Indeed, perhaps the most corrosive, vulgar and 
demeaning impact of the new world order will lie 
in the area of communications. Standardized 
education and centralized information channels 
through which a worldwide ‘mass society’ could be 
fashioned will become the most pernicious 
instrument of creating such a society. Modern 
consumerism, permeating all societies through the 
mass media, ad agencies, Star TV and other such 
satellite technology, has already — started 
Straitjacketing desires and felt needs, exposing 
peoples and cultures to the global Market, upsetting 
the preferences and priorities of people (including 
unfortunately, the poor among them) and, above 
all!, distorting production priorities themselves, 
manufacturing goods that have no relevance to 
people’s needs. The defence mechanisms of 
traditional societies, their inherited knowledge 
systems and their ability to enjoy the fruits of 
nature in its immense diversity are thus being 
threatened. 


But while such a process has already begun, there 
are still vast spaces of human culture and 
civilization, the large hinterlands of tribal societies, 
forest people and peasantry that have not yet gone 
under. Though aware of and occasionally influenced 
by passing fashions, these peoples have still 
maintained their individual and collective selves and 
are also, in many places, resisting encroachment 
by modern development projects such as high 
dams, thermal plants and nuclear installations. In 
most countries this conflict between imposed 
development projects and traditional cultures and 
nabitats is going on and, whereas the bureaucratic 
power and financial resources behind these projects 
appear to have an upper hand, the struggles 
waged by local cultures and populations are also 
spreading, asserting their conviction about their own 
diverse world-views and their ability to fight for their 
own rights. The question is, what will be the 
balance between a centralized development process 
and decentralized community assertions under the 
new globalized version of modernization, the 
principal focus of which is to transform every 
individual into a consumer and every group or 
community (or nation for that matter) into a 
market? It is interesting in this connection to note 
that in the new drive towards integrating national 
economies into the world market through MNCs 
there is going to be a shift of emphasis from 
investment in capital goods and infrastructure ‘to 
production of sophisticated consumer goods made 
for the elites and the new yuppie class through 
investments in things like food processing, 
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packaging, marketing for urban and foreign markets, 
taking advantage of virtually bonded labour provided 
by these countries, including underpaid women and 
child labour, practices that are forbidden in the 
home countries. 


The point is that the whole culture of 
industrialization and development that is on the 
anvil will have little to do with what has been 
traditionally associated with economic development 
and which in fact was what was attempted through 
State-sponsored development in which the public 
sector played a major role for providing the basic 
technological infrastructure. This is all now being 
given up in the name of privatization and 
liberalization, in the process giving a complete go- 
by to the redistributive demands of local 
populations and the poor among them. The ‘Market’ 
that will matter henceforth will be the one provided 
by the global middle classes and elite population 
whose main needs are no longer drawn from the 
need to industrialize the nation and create an 
infrastructure for long term development but on 
fulfillment of immediate desires and avarice (‘greed’ 
in Gandhi's terms). Hence the increasing accent on 
the service sector. It is not industrialization but 
agri-business and the expansion of the service 
sector (not to be confused with social services 
which will receive less and less budgetary support), 
mainly through banking, insurance, hi-tech 
education, sophisticated health services for the 
elites, mega projects of housing construction and 
transport meant for elitist uses, that we are going 
in for. Consumerism in the new era is to be not 
just in respect of marketing new goods and 
services but also in respect of pressing Third 
World economies into fulfilling the tertiary needs of 
a globalized consumer class, once again turning 
these economies into colonies. This used to be the 
case before national planning and development 
began. Now the latter is being discredited and 
delegitimized. 


Second, there will be fairly massive destruction of 
the environment as a result of the penetration of 
multinationals and local corporate entities. The 
external interests that were obtained in countries 
like India, through foreign aid and transfer of 
technology, had ignored the rural sector which was 
thought too backward and too riddled with 
ignorance and superstitions. This was all to the 
good because it left rural and tribal societies free 
from external penetration. However, now, with the 
accent on consumerism and the revival of interest 
in turning rural hinterlands into colonies in which 
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large tracts of land and forestry are to be drained 
for fulfilling metropolitan needs and desires, new 
technologies will be introduced to yield new 
produce - cash crops, social forestry type of 
plantations, food processing and packaging for the 
urban market. It is precisely the rural hinterland, 
including wastelands and dry farming zones, that is 
of interest to the new breed of MNCs. There will 
consequently be a much bigger onslaught on 
natural resources which the poor have depended 
on for so long for their survival. There has already 
been a decline in the protection that was 
traditionally provided by the State development 
agencies, and a series of legal enactments - 
because of these even as deforestation and 
desertification were on the increase, there was 
scope for appealing to the environmentally 
conscious sections of the ruling elite and sections 
in the government as well as creating special cells 
and commissions for the protection of tribal 
communities, all of which made for a degree of 
accountability in the system. 


All this is now likely to go under as the accent 
will be on producing for the Market, particularly the 
export market, and to this end, producing such 
items as have a chance to be exported, which 
increasingly means converting agricultural produce 
more and more to cash crops and _ other 
commodities which, even if needed at home, must 
be exported as the earning of more foreign 
exchange will take precedence over meeting home 
needs. The external debt to which countries like 
India are being subjected in the wake of their 
integration into the world market is increasing. 
Although a lot of foreign aid and even World Bank 
loans include clauses on environmental protection, 
all of them know, as does the government, that 
these stipulations can be violated in the same way 
as the Environmental Protection Act and 
environmental conditions insisted upon while clearing 
projects are violated without the batting of an 
eyelid. The long struggles over Narmada, Tehri, 
Suvarnalekha, Kaiga and Baliapal have increasingly 
brought out the particular doublespeak the 
government is indulging in, which is greatly 
influenced by business and contractor lobbies. With 
the new set-up that is in the process of being 
established, the Environment Ministry will be more 
and more marginalized. The various movements will 
face increasing repression and the long term 
ecological disasters that we all know are bound to 
follow will be knowingly ignored. If anything, the 
anti-environment lobby that is already growing will 
grow further as the integrationist ‘view grows and 
with it the emphasis on ‘export or perish’. The 


failure of environment activists to link ecological 
concerns with issues of economic security and 
survival of the masses is partly responsible for the 
appeal of the anti-environment lobby. All this, of 
course, entails something far more basic, namely 
the brainwashing of not just the opinion making 
elites under the impact of global influences but also 
of the people at large - at the altar of 
consumerism. 


Third, and this follows from what has just been 
said, such a narrow and instant approach to 
consumerism will also entail using up productive 
resources and natural endowments here and now 
for immediate and at best medium term gratification 
with serious consequences for future generations. It 
used to be thought that development entailed laying 
the basis for better prospects for future generations . 
and hence there was a need for restraining 
immediate demands for consumption and saving for 
a better future for the coming generations. There 
was something fundamentally Indian in such a view 
of life and limits on oneself which was reinforced 
by the early. emphasis in development thinking in 
which savings and curbs on luxury consumption 
were an integral part. All this is already being 
given up with the growing demands of 
consumerism. In the coming decades this will get 
more pronounced because it will be a result. of 
both consumerism at home promoted by globalized 
communications and the need for extorting more 
and more resources from the rural areas for 
fulfilling export obligations as part of ‘integrating into 
the world market’. There is no room in. this dual 
erosion of productive resources for caring for future 
generations. Even the poor are being pressurized 
to go for immediate gratification as well as to 
produce for the merciless market. For they too are 
in debt to their creditors - be. it the moneylender 
or the banks - as is the country at large vis-a-vis 
its moneylenders, namely the World Bank/ 
International Monetary Fund (IMF), the international 
commercial banks on which it is going to be more 
and more dependent, given the. overall global 
Strategy of forcing developing societies into the 
debt trap. With both the people and the state 
agencies perpetually in the grip of growing 
consumerism on the one hand and growing 
indebtedness on the other, where indeed will there 
be any scope left for future generations or even 
for the younger generation for whom the future 
holds little in store. 


Political Implications 


There are serious political consequences inherent in 
the emerging nexus between new institutional 
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arrangements, new values and new individual drives 
through which people are being ‘marketized’. Quite 
apart from the decline in the role of the State in 
preserving spaces for the underprivileged and 
protecting peoples and cultures from globalizing 
trends, there is the danger of the whole normative 
framework of democracy being undermined. The 
assumption that the liberalization of the economy 
would lead to a more liberal polity and generate 
more liberties for individuals and groups is 
thoroughly unfounded. On the contrary, it will 
reinforce the authoritarian tendencies of the ruling 
oligarchy which has already eroded the basic 
institutions of democracy and is making the State 
more and more repressive and vindictive towards 
the so-called ‘weaker sections’. The institutions will 
be further eroded once whatever little welfare 
orientation there was in the Indian State is 
discarded or considerably reduced. Already one 
notices that several of the IMF/World Bank 
conditionalities are forcing the government towards 
anti-labour, anti-rural and anti-poor positions which 
may be to the liking of the business class or even 
the professional middle classes but will certainly not 
produce a more democratic ethos. Even in the 
West what has kept democracy going is not 
liberalization or privatization but, despite the 
ideological baggage, the continuing role of the State 
in protecting the poorer classes from the inequities 
and monopolistic tendencies of capitalism. That with 
the withdrawal of the welfare commitments of the 
State during the Eighties there was a rise in 
poverty and unemployment and even the 
pauperization of sections of the middle class, with 
serious social repercussions, was recognized by all. 
Hence the more recent trend in the West for 
restoring the welfare commitments of the State. 


From this follows the whole question of the 
relevance of corporate capitalism in dealing with the 
serious crises facing diverse societies and nations. 
The edifice of liberalization and privatization at 
home and globalization abroad was announced 
during the Seventies - and earlier during the late 
‘nineteenth century - based’on the assumption of 
the dynamic and progressive role of the capitalist 
system under which opportunities were to keep 
broadening and including all classes and regions of 
the world. This assumption proved unjustified. | 
have dealt with it earlier, while discussing the 
dramatic change in perception of human prospects 


that has already taken place. To that one should 


add that the Western economies themselves are in 
deep trouble. In particular, the United States which 
continues to be the dominant world power, but 
which faces serious problems at home following the 


sharp decline in the rate of growth, increase in 
unemployment, huge budget deficits and serious 
Balance of Payments (BoP) crises and is being 
forced to enact high-tariff walls against imports 
while at the same time coercing the governments 
of the developing countries to fall in line with its 
global trade regime through the General Agreement 
on Tariffs and Trade (GATT) and other international 
agencies. Even in the European Community, which 
is supposed to be better placed than the United 
States, there has been an increasing trend towards 
recession, a sharp decline in growth, and growing 
racism vis-a-vis migrants from the developing 
countries. 


The frequent recurrence of recession in the West 
(which affects us too in terms of reducing our 
export prospects) reminds one of the Great 
Depression of the late Twenties and Thirties. What 
saved those economies and the capitalist system 
then was not F.A. Hayek with his radical advocacy 
of free markets, but J. M. Keynes with his 
advocacy of positive - and large interventions in 
the Market by the State. The ‘New Deal’ in the 
United States, the rise of the Welfare State in 
Western Europe, and the distinctive Japanese 
model of social security and industrial relations lie 
behind the survival of democracy under capitalism. 
The effort made over the last decade to move 
away from this through Reaganism = and 
Thatcherism, which looked like working for a while, 
brought in its own problems. Today both 
Reaganism and Thatcherism are dead and there is 
the renewed role of State-owned credit mechanisms 
for meeting with both economic and fiscal 
challenges. The pity is that neither this, nor the 
experience of the Latin American and African 
countries that had accepted the IMF/World Bank 
advocacy of free market, has been studied by our 
leaders. They have quite blindly gone in for an 
erosion of the role of the State, for an acceptance 
of the Market as the key mediator in the 
development process, and for globalization. In doing 
so they have walked into a trap laid by global 
hegemonic interests - not just a debt trap but also 
a trap for recolonizing large parts of the world 
(including the MNCs buying up capital assets and 
entire industries as has already happened in Latin 
America in the name of offsetting debt). 


That. all this has been a result of political exigency 
and the survival needs of a few leaders rather 
than of any clear ideological commitment only adds 
to one’s dismay at the lengths to which ruling 
elites can go. Whether the result of ideological 
brainwashing or opportunistic politics, the brunt of 
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the new policy package will be borne by the poor. 
Given the far-reaching amnesia about issues of 
poverty and survival, this is unlikely to affect the 
public conscience as used to be the case in days 
gone by. The transformation in the moral standards 
of the middle class needs to be taken note of in 
this context. For it was this class that was inspired 
by the national movement by Gandhi and by the 
vision of building a humane and progressive India. 
It was also the class that earlier carried the more 
traditional values of charity and compassion towards 
the poor. There was also an element of calculated 
rationality behind this generosity - if the poor could 
be helped out, educated and provided with minimal 
health and nutrition, they could be made to provide 
the type of labour necessary for productive 


purposes the classic ‘reproduction of labour’ theory. 


Politically too it was useful to carry the labouring 
classes along. What seems to have happened in 
recent times is that with an unprecedented 
expansion of the middle class itself and the 
growing importance of technology in place of 
labour, it has become politically feasible to explicitly 
exclude the poor from the social process. 


Emerging Scenario 


The overall scenario that is emerging is one of a 
growing divide in the human community - between 
and within nations, in the South in large measure 
but also in the North, between high consumption 
elite classes and the poor. This at a time when 
the State too is abdicating its responsibility by the 
weak and the vulnerable and handing things over 
to the Market which respects only those with 
money and ‘purchasing power’. It is a situation that 
need not have arisen. The march of history was 
supposed to produce a more peaceful and 
prosperous and hence more united world. Even 
technology was supposed to help man achieve 
such a state. Unfortunately, the vulgar consumerist 
and self-centered, overly individualistic trend that 
modern industrial societies fell for has created the 
same seductive pull for the middle classes in the 
developing world. It lies behind the growing gaps 
and divides that inform the human community 
today, and a turning away from and a growing 
amnesia towards the poor everywhere. That this in 
turn will also render the global economy more 
rather than less vulnerable is not yet fully realized. 
That it will also generate new tensions and anomie 
in various societies is also not yet realized. In the 


North this is manifesting itself in growing revulsiori © 


against immigrants and ‘refugees’ who have been 
on the run following the massive destabilization 
caused by the rise of a new world order, while in 


the South the same attitudes are leading to not 
just a neglect of, but a growing sense of despair 
at, and contempt for, the poor. ‘If only they did not 
exist’. 


In all this, is there no sign of hope? Of course 
there is. Throughout history, whenever human 
prospects appeared dismal and bleak - the Great 
Depression, the rise of fascism and the Nazi 
onslaught, in our own land the long period of 
subjugation and slaughter of some of our bravest 
people by an arrogant foreign power - while it has 
produced depression and despair, it has also led to 
bold and creative responses that in the end 
successfully defeated what looked like an 
insurmountable problem. In our own time too we 
have been witness to a whole series of struggles 
against oppression and domination, external 
hegemony and internal exploitation. There are also 
signs of new alignments and new churnings of the 
human spirit against threats of the erosion of 
institutions and dignities. But alongside all this and 
giving further spur to it is a more basic dialectic of 
the very historical process that may appear to be 
linear and irreversible but cannot be so. It is a 
historical process that is already showing signs of 
considerable flux and drift, and is full of yawning 
contradictions. Already, the bullying methods 
employed by the US and US dominated agencies 
like the IMF, the World Bank and GATT are 
producing strong reactions. Even the ’pragmatists’ 
among policy-makers are getting concerned at the 
amount to be sacrificed at the altar of the Market 
in return for the autonomy and stability of the 
State. Meanwhile, the very regions that looked as 
though they had ‘collapsed’ before the march of 
the MNCs - Russia, Eastern Europe, the Central 
Asian republics, China on the one hand and the 
stronger among the nations of the developing world 
on the other - are going to face domestic 
pressures and unforeseen consequences of the new 
development package as well as nationalist protest 
against the new Pax Americana, the ‘new world 
order’. And as far as the poorer classes and the 
unemployed youth are concerned, the response will 
increasingly be more than one of mere discontent 
and disenchantment. It will express itself in two 
distinct but related ways. On the social and 
economic plane it will be increasingly class-based 
and violent while on the regional plane it will 
strengthen separatist forces and human rights 
movements among minority, tribal and nationality 
groupings. All this wiil happen when the ‘new’ 
hegemonic world order will become more and more 
unstable and unable to handle the wide array of 
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countervailing tendencies. All the way from the 
‘revolt of the masses’ to the declining enthusiasm 
for the new order among professional and ruling 
elites feeling insecure and entrapped in the global 
structure of financial dependency, squeezed between 
internal revolt and external commitments. 


But with all this, the question will still remain: who 
will benefit out of all this turmoil and trauma - the 
professional mafias that thrive on conditions of 
alienation and anomie or the real underdogs of 
history, the poor in our case? To this there is no 
clear answer. It will depend to a very large extent 
on whether, alongside the convulsions in the 
secular sphere, there takes place a renewed 
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emphasis on basic human values, a renewed 
capacity of human beings everywhere to get back 
to the essence of civilized being that can resolve 
the deep divide that at present characterizes the 
human condition. And it will depend on politics, on 
democratic politics, not just electoral politics but a 
politics based on critical interventions that will once 
again give a sense of hope and confidence to the 
poor and marginalized sections of society, generate 
a process of empowerment, a new realignment of 
forces and, out of it all, a new agenda for the 
State, in the process restoring to the State its role 
in democratic nation-building. Central to such 
politics and such an agenda will be the need to 
transform the nature of the State itself. 
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Cultural Terrain 
Excerpt from Growing Amnesia 
- Rajani Kothari 
Published by Viking, Penguin India 


What is Poverty 


In order to dwell further on these deeper kinds of 
terrain of the poverty syndrome, it may be useful 
to raise a few critical conceptual questions so as 
to proceed with some clarity and be able to 
comprehend better the overall problem. Even on the 
simple problem of poverty in the economic sense, 
there is need for more clarity than there seems to 
be at present. Is poverty in a given society a 
mere absence of affluence or prosperity or general 
well-being, a mere lack of something that society 
designates as desirable and worth having? And for 
an individual or a group, does moving out of 
poverty mean simply catching up with the rich? As 
for the policy-makers, is reducing the ‘gap’ between 
rich and poor merely a matter of crossing the 
‘poverty line’? Or, on the opposite side of thinking 
about poverty, are the poor mere discards of 
society, the ‘Dispossessed’- dispossessed of their 
own resources and institutians - and since 
excluded, in which society, out of design as it 
were, moves on without them, leaving them behind, 
finding them of no use, in fact considering them a 
burden and an obstacle in the way of ‘progress’ 
and ‘development’. In this latter case the goal of 
development is no longer removing - or reducing - 
poverty but of moving ahead with those who have 
either already made it or appear to have a good 
chance of making it, of extending the frontiers of 
science and technology to those who can absorb 
them, making society more ‘modern’, more 
‘competitive’ internationally and more ‘equal’ to 
others with whom one would like to move on, by 
definition without the poor, either of one’s own 


society or the poor at large. And then the crucial: 


question: In the latter way of thinking, is not 
poverty a result of development rather than a 
cause for undertaking it? Is it not a function that 
deprivation and oppression inherent. in the 


development process, always happen to people who 
are rendered poor? 


Is poverty a necessarily relative thing or are there 
measurable attributes which by themselves describe 


a person or a country as being poor? 


Is poverty a function of inequality? But then how 


is it that there is greater equality among the poor 
and greater gaps and inequalities among the rich 
(even if the latter as a group be ‘co-equal )? For 
if poor countries are said to be characterized by 
‘extremes of inequality’, is it not also true that the 
richer countries have still greater inequality between 
those at the top of the economic pyramid and 
those at the bottom? In any case, is there any 
sense in measuring the gap between extremes? 


And in what sense do you use terms like ‘poor 
country’ and ‘rich country’-how do macro categories 
(country, society, nation) derive their economic 
standing in some international listing (confining 
ourselves for the moment to Economics)? Or is it 
rather that the goal is to create a prosperous 
country rather than eradicate the persistence of 
poverty among the people, in a way perhaps even 
ignoring the very existence of the poor? (Herein 
lies the real dichotomy in thinking.) 


What is the relationship between poverty and 
injustice? And what should be a primary social 
goal: justice or equality? Isn't the latter - 
progressive and ‘socialistic’ though it sounds - liable 
to straitjacket all and render them subjects of a 
benevolent State, quite apart from its inherent 
competitiveness and mechanistic ethics (and the 
tension and violence generated by the same)? 


There is also the question of the relationship 
between poverty and access to power, the whole 
issue of poverty and disempowerment, how poverty 
becomes a basis of exclusion from the system, a 
theme touched upon earlier. Of defining poverty in 
terms of being pushed out of the margins of 
tolerance. Of conceiving poverty itself as a mode 
of oppression both by the State and by civil 
society. Ordinarily oppression and poverty can be 
considered separate and distinct phenomena but 
they have in the contemporary global context been 
found to be part of a single phenomenon. 


And then of course all this has to be thought of 
as part of a broader. cultural pattern in which not 
just ‘the poor but almost everyone is being reduced 
to an atom which is then encapsulated in a prison 
house, be it development, the State or (now) the 
Market. Basic to it is a condition of being 
disembodied, torn apart from both primary 
Structures of family and community and secondary 
associations like the trade union, the voluntary 
association, the party and the State as well. The 
poverty of the poor becomes part of the cultural 
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poverty of all. But it is a condition that hits those 
hardest that are materially and physically poor and 
deprived as they are not only excluded from the 
so-called ‘fruits of development’ but also from the 
community and the social structure, the environment 
and the natural resource base, the whole system 
of obligations and belonging on which they had 
traditionally depended for their identity, and now 
from the State as well which was supposed to 
provide a new and liberating foothold for the weak 
and the traditionally oppressed. 


Seen in this way, there are two opposite 
positionings of the poor, the movement from the 
one to the other constituting present reality. The 
first of these - poverty as a social construct - is 
a description of the way society is structured, in 


which being poor and living at subsistence levels 


in a condition of extreme frugality can be either 
elevating and a source of pride and exemplary 
behaviour or humiliating if caused by attitudes of 
deliberate distancing and segregation by civil 
society, but in either case contained within the 
given social space. The second is poverty as a 
condition in which a large number of individuals are 
found (they have already moved out of the 
community nexus) as a function of exclusion, 
abandonment and disenfranchisement. The current 
situation is one in which poverty as a social 
construct has moved from the first positioning to 
the second. (An important caveat can be entered 
here. Paradoxical though it may sound, is it not 
true that it is only the latter position that lends 
itself to interventionist policies and mobilizational 
strategies, of course producing the costs inherent 
in being ‘mobilized’, giving rise to a populist politics 
and a populist ‘mass’ culture, with serious 
consequences for the future of democracy?) 


Today the social construct of poverty is fast 
becoming a_ global construct, a_ universal 
phenomenon with universal solutions offered by 
global institutions which claim to possess a 
universal mandate. Under their aegis poverty 
removal is also becoming a futuristic construct in 
which the past and the experience of the past 
must be left behind as, we am told, there can be 
no going back, only moving ahead into the 
mythical twenty-first century. The earlier packages 
of assistance and aid from ‘external’ and ‘foreign’ 
(not ‘global’) sources are giving place to global 
transfers of technology, capital and patents, but 
more important than all that, a global transfer of 
ideas and ideology, a paradigm of thought, a 
culture of thinking and extending and diffusing that 


‘new model of 


thinking to permeate all societies. It is a construct 
that goes far beyond the rather limited ‘neo-colonial’ 
design of the Truman Doctrine and the many other 
constructs of ‘development co-operation’ that 
followed, including the various UN development 
decades. The entire thinking of helping the poor 
through international effort has thus undergone a 
sea change - from the premise of humanitarianism 
and an effort to deal with a diversity of human 
situations to that of technology and a homogenous 
package for all societies. 


The Notion of Rights 


Similarly, the notion of ‘ Rights’ through which the 
poor are supposed to acquire -new capabilities 
within the system and under the patronage of the 
State has, in an increasingly competitive and 
consumer society that also promotes the cult of 
equality and levelling of all human beings to a 
standardized set, led to a situation in which 
everyone has been asked to join the same rat 
race. As theoretically all are equal and all have 
access to the same rights and as society is 
committed to achieve the goals of prosperity and 
affluence, the poor should have no hesitation or 
compunction in joining that race. The reality, of 
course, is that given the structure in which the 
poor are positioned, such a rat race only reduces 
them to a position of rats who are then led out of 
mainstream economy by the latest version of a 
pied piper in the form of the international (as well 
as national) technocrat. In the meanwhile, specific 
rights that had already been achieved and special 
programmes worked out for them by the Planning 
Commission and various other bodies, such as the 
rights to education, health, shelter, cheap transport 
and healthy environment are all being steadily run 
down, under the same new ‘global village’ that the 
poor are being beckoned to inhabit. The rights that 
are now being offered are based not on real but 
induced needs, induced by the MNCs, the 
corporate mass media, the commercial ad agencies 
and even the new-style NGOs that are being 
prompted to join the new bandwagon of 
development through structural adjustment and 
globalization. 


This new approach to rights also covers and 
includes areas like environment, health, education, 
‘women’s rights’, new opportunities for the youth - 
all of them packaged within the framework of the 
transnational growth = and 
development. Environment becomes ‘management of 
resources’, health leads to more and more imports 
of drugs and acceptance of patents on them by 
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the MNCs, education means more and more 
avenues for middle class kids to go abroad, 
women’s rights get more and more internationalized 
through conferences and research projects while the 
rights of the youth get translated increasingly in 
yuppie terms, much of the action and the 
excitement of the new hedonism being largely 
limited to the urban middle class though having 
seductive value for the young among the poor too. 
Such a pursuit of rights as well as the global 
promotion of ‘human rights’ through the 
establishment of multi-party systems have created 
a growing feeling that the post-Cold War era is 
leading to a more liberal society alongside a 
liberalized economy. But the sad reality is that 
whether it is the former Soviet Union and other 
socialist countries or certain Latin American and 
Asian countries, the ‘democracy revolution’ is only 
reinforcing the prevailing structures of domination, 
exploitation and violence with the poor, who have 
been deprived of their community roots as well as 
the spaces that had been created for them by the 
State in earlier decades. They have not only been 
deprived of their real basic rights but have also 
been reduced to a diffuse and impersonal and 
malleable mass precisely as a result of the advent 
of the new package of rights for them. 


In India there was, in recent years, an effort to 
create a new agenda of planning and development 


based on quite a different conception of rights - — 


the right to work, the right to information, the right 
to guaranteed access to the Public Distribution 
System (the PDS), the right to a minimum package 
for women and children, but also rights based on 
certain social priorities, for e.g., the reservation of 
special spheres of economic activity for the small 


scale, village and tiny sectors, and of course the - 


political rights inherent in the model of a federal 
and decentralized scheme of governance. This 
agenda seems to have now been given up as the 
trend is increasingly from decentralization to 
globalization and from discretionary schemes meant 
for the poor and the marginalized sections to 
generalized patterns of growth ‘in which the 
emphasis will be on rates of growth and modes of 
financing that growth. Part of the agenda that was 
tried out earlier (in parts during the Second to the 
Fourth Plan periods and in a more focused way 
during the National Front government and in the 
first model of the L.ghth Plan called ‘Towards 
Social Transformation’) involved a major effort at 
redistributive justice. The thinking behind such an 
effort was one of restricting and containing the vast 
and growing and fattening spaces pre-empted by 
the rich and super-rich, the vulgar consuming class 


of the nouveau rich and the class of smugglers 
and hoarders and dealers in black money. This too 
is not any longer being pursued. If anything, the 
levels of taxation on the rich have been brought 
down, subsidies for the poor have been slashed, 
institutional opportunities for agricultural labour and 
women in rural areas have been drastically 
reduced. In such a condition in which government 
has given up its constitutional role and is, under 
pressure from IMF, the World Bank and GATT, 
coming down heavily on the poor and the 
unemployed - and also employing brutal methods 
against those who take up the cause of the poor 
- the ‘struggle for rights’ becomes all the more 
crucial. But, it will have to be based on a 
conception of rights that is wholly different from the 
one propagated globally. 


Decolonizing the Poor 


These various dimensions take us to terrains of 
the poverty syndrome that are different from the 
traditional economic framework of dealing with 
poverty. That framework depended largely on 
bureaucratic targeting and centralized schemes that 
were to be implemented through a machinery of 
government that had continued to be colonial. The 
frustration with that model led to a greater. reaction 
from the right than the left, producing the model of 
privatization and globalization. | have argued at 
length how this reaction, far from improving 
matters, will only worsen them, particularly from the 
point of view of the poor. But if we consider the 
problem of poverty in larger and comprehensive 
cultural terms and if we go beyond a mere 
analysis of economic exploitation and growing 
inequality and see how the poor have been 
deprived and excluded from the cultural sphere 
itself, we will need to admit that even in our 
earlier efforts after independence to build a just 
and humane society, we had failed to develop a 
model for the decolonization of the poor. Given the 
fact that the worst colonization that modern society 
has produced is not colonization of territories and 
nations but that of the people, we failed to develop 
the ideology, the values and above all the 
institutions through which the poor will cease to be 
subjects and become citizens. : 


It is this failure that lies behind the increasing 
alienation of and from the poor, a sense that they 
don't matter (both in their eyes and in our eyes), 


also that it doesn’t really matter who is in power. 


It is this deeper psychic condition that defines the 
cultural context of poverty. Even where economic 
poverty has been handled to some extent, poverty 
in the other kinds of terrain. still persists, in fact 
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becomes more preponderant. This then replays the 
economic scenario of poverty too. For, basically, 
without the deeper cultural base, it is not possible 
to achieve human well-being. Even if it is 
temporarily brought about through some 
administrative or technological means, or in some 
special area or region, or for a set of individuals 
who are fortunately placed, it will soon disappear. 
To be real, well-being has to be of communities, of 
the larger society, of the whole culture. Well-being 
merely of individuals, of a randomized set thereof, 
will only produce further alienation and create an 
insecure basis for survival. 


Social Poverty 


In sum, what is neglected in the prevailing 
approach to poverty is the social dimension thereof, 


that the poor - as poor - are a social class, not’ 


just an economic or statistical category. Even if 
economic or financial inputs are provided, several 
sections of the poor could continue to be socially 
backward, underprivileged, discriminated against, 
perceived as backward by society at large, and as 
a result of this, oppressed in many ways. The 
sweeper and the carrier of night soil make money 
all right but he or she does not cease to be poor. 
Particularly in a society like ours, the phenomenon 
of social poverty (as distinct from economic 
poverty) needs to be fully comprehended if we are 
to get out of the vicious cycle of poverty- 
development-poverty. Similarly, individuals or 
communities who are simply dispossessed of the 
resources (mostly natural) they had or at least had 
access to and are forcibly displaced or compelled 
to migrate, then rendered homeless in the cities 
and compelled to ‘survive’ in the straitjacket of the 
urban marketplace, even if ‘compensated’ by more 
income than before, do not cease to be poor. 
What you have here, alongside social poverty is 
ecological poverty, which again, if not fully 
comprehended, will reinforce the cycle of 
development-poverty development. Indeed, the only 
avenues possible for such socially and ecologically 
dispossessed are economic and financial, including 
the lowly and humiliating ‘jobs’ in the informal 
sector, as also through the economic avenues 
provided by crime and organized violence on this 
or that group or community (perhaps the largest 
‘rate of growth’ is to be found in this sector). But 
none of these avenues really enable the poor to 
cease to be poor. Poverty unless it is made a 
direct focus of public policy, as argued in an earlier 
chapter, takes such a variety of forms that it 
becomes almost impossible to remove from the 
social fabric. 
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Particularly serious is the condition of those who 
have been forcibly physically dislocated and 
uprooted, disinherited of both space and livelihood 
and then thrown into a vortex of slums and 
ghettos from which the only ‘exit’ point is crime 
and terrorism and social militancy through wielding 
weapons of violence, the gun-toting youth that 
abounds in our cities and even small towns. Taking 
place here is not just criminalizaticn of th: poor 
because of their condition of poverty but -atie, 
rendering people who were not poor, like the ‘bais 
who have been forced out of their ! .Sitats and 
cultural inheritance wherever large dams like 
Narmada or Tehri have been built, into becoming 
poor and then forced to particip-te i:  iminal or 
para-criminal activities. 


Growing Volatility 


But the cultural terrain of poverty is foumnd along 
other dimensions too. Quite apart from analysing 
the way the issue of poverty itself acquires a 
cultural terrain - the transition from a social 
construct that is endogenous to one’s own society 
to a global construct laid out by an exogenous 
model; from a conception of rights based on 
fulfillment of basic needs to one based on 
inducements of a globalized consumer society; from 
a view of democracy based on a federal and 
decentralized structure of the State to one based 
on a centralized and globalized notion of ‘human 
rights’ there is need to delve into other 
manifestations, arising out of the basic condition of 
poverty, in the same terrain. . 


The ‘boiling conundrum’ that we spoke of in an 
earlier chapter gets expressed in the grcwing 
volatility arising from rendering large sections of 
society unwanted and dispensable, the tensions 
within the middle class as a result of the new 
policies, the erosion of accountability and sense of 
responsibility in the elite and the growing 
combination of helplessness and ruthlessness and 
amorality in the same elite. This mood of despair 
leading to a look-out for a new genre of ‘leaders’ 
promising protection against both the politicians and 
the police, all of this facilitating a completely new 
agenda for Indian politics, society and culture. 


Central to this agenda-and the general social and 
political process that is unfolding-is the spread of 
communal identities and demands, backed 


increasingly by religious dogma and fanaticism that 


is directed against other communities. All of this 
arises from the failure of the State in dealing with 
basic social issues, the growing alienation of people 
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from the mainstream and the vacuum created by 
the erosion of institutions, playing into the hands of 
the new militancies of Right Reaction. 


Right Reaction 


The phenomenon of Right Reaction has, of course, 


a national as well as a global dimension: it is 
communalism and religious bigotry at home and 
colonization (rather, recolonization) engendered by 
world capitalism, globally. What we are currently 
going through is a completely new convergence of 
the domestic right and the global right, of the 
excesses of cultural communalism and the 
excesses of economic secularism. It is thus 
interesting that the new-style Bharatiya Janata Party 


(BJP) support both the economic package oof. 


colonization and the _ social package of 
communalism. Through such a convergence it offers 
a rsally New Agenda’. Needless to say, for people 
at large, particularly for the poor, for the social (as 


against religious) minorities, such an agenda 


represents a major detraction from real issues. (As 
for the religious minorities apart from the short- 
sighted and fanatic among them, it is more than 
mere detraction; it is an agenda of near disaster.) 


Hindutva 


Arising out of the spread of the communal ethos 
(which has been with us for quite some time now 
and was started by the Congress Party itself) is 
the Hindutva neurosis based on the proposition that 
the Indian State and the economic development 
process have benefited the minorities and 
discriminated against the majority Hindus and that 
this has been possible because the Hindus are 
divided as a result of so much diversity and 
therefore need to be brought together under one 
homogeneous identity which could then rule the 
country and ‘put the minorities in their place’. That 
such a doctrine and ideology represent a collective 
neurosis will be clear to anyone who has a sense 
of the basic cultural grounding of the Indian people. 
It is not only turning Hinduism upside down as | 
have argued in several of my recent writings and 
as many other scholars have shown too: it is also 
clear that what is being proposed in the name of 
Hindu society as a whole is really the interest of 
upper caste Hindus as opposed to the SCs, STs 
and backward classes. What is more, such an 
ideology will cause immense cultural damage to 
Indian society as a whole, Hindu society being at 
the core of it. India sans pluralism and diversity 
will cease to be India. It will cease to be a civil 
society. And as pluralism gives way, the social 
Structure of care and compassion for the weak and 


the deprived will give way too: the positive political 
dimensions of caste and caste identities (especially 
for the Dalits and the backward castes) will be 
replaced by an apolitical, macho and unicultural 
imposition of so-called ‘religion’. 


But it is not just the social costs of Hindutva that 
one feels concerned about. It is also the political 
cost of the same, including those for the very 
leaders who are promoting this new-fangJed 
ideology. For, once the model of religious 
chauvinism and the new cults of fundamentalism 
and communal violence slip, the whole initiative .for 
running the country and interpreting the Constitution 
will pass to irredentist and obscurantist elements=- 
after 6 December 1992 it was the ‘kar sevaks’ on 
the one hand and the ‘sadhus’ on the other. While 
the precise constituents of the religious bandwagon 
may shift, these two basic types - lumpens on the 
one hand and priests on the other - will remain. 
As for the cult of communal violence, it is likely to 
merge into the larger more organic cult of ‘violence 
and take it to new plateaus of. vehemence and — 
ferocity, aimed to begin with against just the 
religious minorities, especially the Muslims, but in 
the long run against the weak and deprived and > 
poor of all communities. The joining of anti- 
reservationist and’ anti-Muslim mobs in Gujarat 
during the anti-reservation riots of 1985 provides 
the classic case. After Ayodhya, this combination of 
communal feelings and violence against the lower 
castes of the Hindus and Muslims is likely to 
spread because of Hindutva. But more important 
than this is the fact that even the leaders of 


communal organizations like the BJP and the 


Vishwa Hindu Parishad (VHP) will lose control over 
the lumpens and the sadhus, resulting in a 
breakdown of institutional norms and the much- 
advertised ‘discipline’ . , 


The sequence that emerges, then, is first the 
marginalization of secular parties and the 
emergence of a communal party and then within 
the communal party the marginalization of.the 
relatively ‘secular’ leadership of the party by 
fanatics on the one hand and the ‘mob’ on the 
other. As the sequence progresses, the concern for 
the lower classes recedes more and more. With 
this, Brahminism will emerge with full vengeance. 


Xenophobia 


The communal backlash and the atmosphere of 
hatred and animus against all kinds of minorities 
that this will create will also have other 
consequences (some of which have already 
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Started). For instance, there is a growing feeling 
of revulsion against immigrants, refugees and other 
‘outsiders’. Together with the backlash against 
religious minorities like the Muslims, this will 
produce the scenario of ‘ethnic cleansing’, 
somewhat like that which has taken place 
in Bosnia: genocidal acts at bottom in which first 
a set of trained cadres and then, unfortunately 
owing to the growth of fanaticism even among 
the otherwise oppressed and alienated strata, 
entire communities may get drawn. In our case, 
such xenophobia is accentuated by the growing 
competition produced by ever deepening states 
of poverty and unemployment and gets targeted 
against the ‘outsider’. This too has been 
long in the making as has communalism. The ‘sons 
of soil’ movement was spearheaded by the Shiv 
Sena in Bombay, the same Sena that partly 
organized the planned killings of Muslims in 
Bombay in January 1993, again forcing large 
numbers of them to leave Bombay and to clear 
the slums and other habitats occupied by the 
working class so that the slum lords could resume 
their designs for land grab which they had always 
wanted to. That the slum lords partly financed the 
Shiv Sena and the mass killings of Muslims should 
come as no surprise. 


Role of the State 


lf we bring together the various ingredients of the 
cultural backlash against the poor - the economic 
poor, the social poor, the ecological poor and the 
poor as minorities - that have been discussed in 
this chapter, the question arises: where do the 
poor turn in such a situation one not just of 
deprivation along a single dimension but of 
deprivation that is multidimensional? Our experience 
so far shows that the poor and the marginalized 
have nowhere to turn other than to the State. As 
we think of ‘the poor and the marginalized’ in 
terms of other social categories, e.g., the 
minorities, the migrants and the refugees, the 
displaced tribals, the victims of anti-reservation riots, 
again they have no other instrument to fall back 
on either for their physical protection or for their 
social status and well-being, but the State. In the 
long run, of course, the struggle against an 
oppressive State and for transformation of the 
State needs to be waged. But even for that there 
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is need not to allow the erosion of legitimacy of 
the State or, for instance, allow sections of the 
people perched between the State and other 
institutions (like the Market or the priestly class) to 
tilt towards the latter. Even a State dominated by 
‘vested interests’ could be made available at least 
to some extent to aggrieved people and classes 
unlike the Market or the priestly class. Also, the 
‘democratic space’ that has shrunk of late can be 
fought for only within the institutional framework 
provided by the State As has been graphically 
brought out by Amartya Sen, the ‘long stretch of 
history’ consisted of centuries of misery and 
travails, feudal atrocities and mass slavery until a 
series of revolts and revolutions brought into being 
the modern democratic state and the ideas of 
justice and equality. 


It would be sheer blindness to ignore this lesson of 
contemporary history, that it was in the public 
arena and mainly through the instrumentality of the 
State that the clash of interests could be made to 
favour the struggling and labouring classes 
(organized and unorganized). Whether it is a 
question of removing poverty economically by 
creating employment and purchasing power in the 
rural hinterlands or it is liberation from the social 
and cultural terrain of poverty, history summons Us 
to work out a long run partnership between the 
poor and the modern State. Such a partnership 
calls for both transformation of the State and a 
transformation in our thinking about poverty. The 
Indian State which has been defaulting for too long 
on its basic commitments to the people of India 
has not only to be brought back to resume the 
mandate bequeathed to it by history, it has also to 
be provided with new roots as indicated by the 
contemporary stirrings of Indian society and culture. 
These include the struggles of the poor peasantry 
which has borne the brunt of economic exploitation 
and social ostracism, the regional movements for 
recreating the country’s confederal history which is 
its real history, the seething revolts of class and 
caste from the erstwhile peripheries and backwaters 
of Hindu society that are now coming alive and, 
through each of these, relocating the challenge of 
poverty by expanding its cultural terrain. In this lies 
the basic cultural call of our time. For both the 
Indian State and the Indian people. 
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development : Why do 
People in India Continue 
to Stay Poor? 


- A. S. Dasan 
From India : A People Betrayed 


"So long as laws, which create hells in the midst 
of civilization, shall exist, so long as men are 
degraded, women ruined and children afraid, so 
long as there shall ignorance, poverty and 
wretchedness on this earth, stories such as this 
one must be told”. 

-- Victor Hugo (1802-1885): Les Miserables (1862) 


The above quote explains, in a nutshell, the 
context in which this artide once again underscores 
the theme of this book, namely the betrayal of 
the people of India vis-a-vis the vicious indignities 
heaped upon the poor of India who are treated 
as though they are mute lambs to be led 
into slaughter houses for butchering. The 
marginalisation of the poor is continuing in 
India even after four and half decades of 
Independence, ironically though, in the name of 
democracy which the Oxford dictionary defines as 
‘a system of government by the whole people of a 
country, especially through representatives whom 
they elect’. 


A Clarification of Concepts 


Before we go deeper into the details of different 
aspects of poverty, it is important and relevant to 
understand the concepts of poverty and 
development. 


All over the world, different approaches have been 
used with regard to the identification of the poor 
and the diagnosis of poverty. To mention a few, 
‘the Minimum Subsistence Approach’ defines poverty 
as an inability to gratify certain basic needs, such 
as need for survival, safety and security. “The 
Comparative Approach’ considers poverty as an 
issue of enquality based, for example, on the 
nature and size of the differences between the 
bottom 20 or 10 percent of the population and the 
rest of the society. And ‘the Relative Deprivation 
Approach’ sees poverty as a condition of falling 
below the minimum subsistence-level. Here. the 
poor, being caught in a vicious cirde, remain poor 
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for ever and bear the brunt of poverty to the 
extent of hunger and starvation. 


Malnutrition, low income, low consumption 
expenditure, chronic illness, illiteracy, unemployment 
and unhygienic living conditions are common 
manifestations of poverty, though their degrees vary 
depending upon the approach adopted in identifying 
the poor (Ref: Ram Ahuja: Social Problems in India 
- 1992 : Rawat Publications, Jaipur and New 
Delhi.) 


Influenced by these approaches, most of or civil 
servants have a peripheral understanding of poverty 
and define the needs of the poor in terms of 
sheer material needs. They advise the poor to 
have fewer children, educate them according to 
‘their own standards’ and urge them to be more 
enterprising as though the poor alone are to be 
blamed for their wretched plight. Almost all the 
government-sponsored community development 
programmes, such as Panchayati Raj, Co- 
operatives, IRDP, TRYSEM, 20-point Programmes, 
Jawahar Rojgar Yojna, the Antodaya, etc., have 
been based on this peripheral understanding of 
poverty and hence their failure to eradicate poverty 
in India. 


Amartya Sen, one of the finest economists, has re- 
examined all these approaches, pointed out the 
deficiencies found in these approaches and re- 
emphasized the fact that poverty is the result of 
the self-interest of a powerful few who have 
established a type of socio-economic structure to 
suit and fulfill their needs. Basing his approach on 
the need for equality of exchange entitlement to 
ownership assets, he underscores enrichment of 
quality of life based on human values as the basis 
for diagnosing poverty or understanding the concept 
of human development (Ref: Amartya Sen: Poverty 
and Famines: An Essay on Entitlement and 
Deprivation - 1982 and Inequality Re-examined - 
1992) 


No doubt, India has done marvels in terms 
of nuclear and satellite technologies, agro- 
productivity, modernisation with some well- 
laid highways and artistically-designed beautiful 
buildings in different cities of India. But, the burning 
question is whether this ‘IS' development and 
whether this has any relevance to the eradication 
of poverty of the poorest of the poor in 
India today. Mere modernisation with a mind 
oriented or drifting towards westernisation 
cannot usher in a new era of development for a 
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majority of the people of India. 


Development is about people making choices based 
on values about quality of life in the world. Poverty 
is a lack of choice. When you don't have choices 
you are poor. And when the poor people have no 
land, no education, no health and no housing, they 
don’t have choice ‘Development means the 
development of people. A new road extends a 
man’s freedom only if he travels upon it... 
Development is about people making choices based 
on values about quality of life in the world (Ref: 
Julius Nyerere: Freedom and Development - 1973). 
Therefore, Poverty is a lack of choice. When you 
don’t have choices, you are poor. And when the 
poor people have no land, no education, no health 
and no housing, they don’t have choice’ (Xavier 
Gorostiaga: The Function of Governments: A Third 
World View - 1985). 


Dichotomy in India’s Development 


Broadly speaking, a nation’s poverty is expressed 
in terms of poor resources, low national income, 
low per capita income, high disparity in income 
distribution, weak defence and so on’. In India, it 
is the poor and inefficient utilization of resources, 
rampant corruption and large mismanagement of 
resources at political and bureaucratic levels, low 
national income, low per capita income, high 
disparity and glaring inequality in income 
distribution, and above all, lack of collective national 
will to place the poor as subjects and agents of 
their own development in order to eliminate the 
curse of poverty, which point to the ubiquitous 
preserice of poverty and underdevelopment. 


In fact, India represents a_ dichotomy in 
development : Despite a dramatic and significant 
transformation in the growth of Indian economy, 
reflected in varied industrial infrastructure, 
augmentation of internal resources for development 
works, food grain production and banking facilities, 
especially for agricultural and industrial schemes, 
the number of people below poverty line has been 
on the increase. The paradox is one of strange 
symbiosis. Economic growth has been achieved by 
sustaining poverty and material deprivation for a 
massive majority of the people who live in sub- 
human or dehumanising conditions without a future. 
The top-heavy model of development or the theory 
of the 1960s that economic growth would 
automatically trickle down to the poor has been 
proved ineffective, and the growth pattern reveals 
that the rich have become richer by keeping the 
poor poorer for their own survival and enrichment. 


How else do we then explain the fiasco of four 
decades of planning which has had the upliftment 
of the poor and eradication of poverty as its 
priority all through since 1951? (Ref: F. Franco: 
The Structural Nature of Poverty in India: 
Challenges and Responses, Edited by J. Murickan 
- 1988). 


The paradox is ‘one of strange symbiosis’. 
Economic growth has been achieved by sustaining 
poverty and material deprivation for a massive 
majority of the people who live in sub-human or 
dehumanising conditions without a future. 


The Government of India, on the one hand, claims 
that the percentage of people below the poverty 
line is coming down, and on the other hand, it is 
particular to wear ‘the badge of poverty’ so as to 
plead with a ‘perpetual begging bowl’ for 
concessional aid, that too more and more every 
year, from the international community. 


The dichotomy is all the more ironic and 
paradoxical when we are aware that we are 
world’s largest democracy, but yet we have many 
crooks and criminals - in fact, too many to be 
counted - as our national, regional and local 
leaders, and we spend crores of rupees every year 
on our ‘politician-maharajas’ who have grand life- 
styles, and that we are, culturally speaking, a 
nation known for unity in diversity, but yet we are 
falling apart and drifting into many nations within a 
nation by virtue of our caste and clannish mentality 
and ghetto ethnic consciousness. And economically 
speaking, the present Government of India, with 
Manmohanomics’ as its influencing factor, has been 
trying to usher in an outward-looking economy with 
high talks of globalization of our economy but it 
little realises or is wittingly blind to the fact that 
the gap between the rich and the poor is widening 
day by day and year after year (Ref: Gopabandhu 
Patnaik and Damodar Panda: The New Economic 


‘Policy and the Poor in Social Action, April-June, 


1992, New Delhi). As long as we do not realise 
and rectify these contradictions, we are only 
shooting in the dark .in our effort to eradicate 
poverty. 


The Other Sides of Poverty and their 
Consequences 


Illiteracy, overpopulation, unemployment and poverty 
are con-comitant realities. They cumulatively 


aggravate the problems of the poor even to the 


extent that the poor are not only caught in a 
vicious circle but also develop for themselves an 
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during sub-culture of poverty which is passed on to 
their future generations. 


The increase in India’s population is mind-boggling. 
With about 70,000 births everyday, India’s 
population is likely to cross one billion mark by the 
turn of the century. ‘Every sixth person on the 
globe is an Indiar’. Procreation, in a country like 
ours, where only a few other forms of recreation 
are available, is aid to be a popular from of 
recreation. In the case of the poor of India, 
economic necessity and social security are cited as 
other reasons for their need to have more children. 
With no political party or government seriously 
committed to contain population explosion, we are 
sure to have appalling over-crowding of our cities, 
mushrooming of unauthorised housing lay-outs and 
pavement, huts, proliferation of slums and a virtual 
breakdown of transport, electricity and other 
services. Malnutrition, disease, hunger and 
starvation will be inevitable, and crime and militancy 
will, no doubt, increase. 


in fact, starvation deaths are already taking place 
in different parts of India. They recur, for instance, 
in the region of Kalahandi in Orissa, the land of 
many paradoxes. One tends to ask whether 
Somalia is the other name for the region. For, 
such is the fate of the starving people who, 
‘waiting for help or death whichever arrives earlier, 
are victims of human neglect or of the deeply 
entrenched corruption that shows no signs of 
abating’ (Ref: Gargi Parsai, “The Truth Behind the 
Starvation Deaths’ in The Hindu, dated 16.5.1993). 


Besides being one of the poorest nations in the 
world, India has one more distinction: ‘Of the 
world’s poor, every third person is an Indian the 
number is on the increase. And within India, every 
fifth Indian is unemployed and every fourth farmer 
is a destitute’ (Ram Ahuja). 


The disaster of India today is that ‘five out of 
every ten Indians, three out of five women, and 


eight out of ten STs and SCs’ continue to remain 
illiterate. 


The disaster of India today is that ‘five out of 
every ten Indians, three out of five women, and 
eight out of ten STs and SCs’ continue to remain 
illiterate. Of the total illiterate population, over 100 
million are in the age-group of 15-35 considered to 
be the most productive age-group and crucial to 
the task of national reconstruction’ (Ref: Frontline: 
April 13-26, 1991). 
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The lost of SCs and STs and the lot of the poor 
women of India are all the more agonizing and 
painful. Almost everyday there are press reports on 
the atrocities committed against SCs, social 
discriminations heaped upon them, displacements of 
tribal people from forests without proper alternatives 
and encroachments by outsiders. On all-India basis, 
about 52 percent of women in urban areas and 82 
percent in rural areas continue to be illiterate. By 
virtue of her illiteracy, poverty and subjugation 
under patriarchal domination, the Indian woman, 
who silently suffers and copes with the tyranny of 
male domination, is expected to be fertile at least 
until she bears a son and is cajoled and led into 
‘government-sponsored sterilization camps’ like a 
mute lamb. She seldom exercises her rights. Her 
labour input in terms of household activities such 
as cooking, rearing children and collecting firewood 
and water in never counted as a contribution to 
national GNP. 


The state and fate of working children and 
homeless street-children - about 55 million if put 
together is another side of the story of poverty in 
India. With no parental care or concern, no 
schooling experiences and no opportunities for 
exploring the possibilities of childhood hopes and 
youthful aspirations, they roam and wander 
aimlessly having bus-terminals, railway stations and 
road-side pavements as their ‘shelter or resting- 
resorts’ after some day-long hard work-experiences 
in hotels, petrol-bunks, mechanical workshops, 
weaving, beedi-rolling or after some prolonged 
‘strolls’ for rag-picking. Cruelty and exploitation are 
‘the assets’ they possess at the end of these 
experiences. A considerable number of these 
children turning child-prostitutes and becoming 
members of criminal gangs and anti-social elements 
are not uncommon in India. 


Child labour which is nothing but child servitude 
under heartless employers, is one of the main 
reasons for adult un-employment in the country. 
Profit-maximisation through cheap labour is the 
motive of these employers. This is one of the 
ways of perpetuating poverty in India. Instead of 
child labour being one of the consequences of 
poverty, poverty becomes a direct result of child 
labour. 


Causes of Poverty 


If we look at the history of mankind, we seé that 
“in every social system known hitherto, barring 
primitive society, whether it is Slavery, Feudalism, 
Capitalism, Colonialsim or Socialism a_ privileged 
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minority has enjoyed life based on the labour of 
others. The masses who have laboured have 
largely lived in poverty. The privileged minorities 
have used the power of the State in order to 
protect their position. With the development of 
society, this power has assumed more complex 
forms but its purpose has remained unchanged, 
which is to enforce the will of the minority on the 
majority. This enforcement has become more and 
more subtle in the 20th Century” (Ref. : Young 
India Project Report: Papers on Development and 
Rural Poverty, Edited by Nandita Ray - 1988). 


The case of India is no exception to this historical 
and social phenomenon. Considering poverty as a 
social phenomenon, the causes of poverty in India 
need to be identified with the help of a scientific 


analysis of the existing socio-economic system:: 


Even before the arrival of the British in India, the 
poverty of the Indian masses or the 
impoverishment of the nation as a whole was 
there, and ideas of distributive justice never existed 
even in the pre-colonial set-up. Caste-based and 
class-based exploitation was in vogue, and the 
British colonial masters did nothing against such as 
oppressive system. Instead, they subordinated the 
entire system to further their own economic 
interests, viz., the British economy. It was this 
undisturbed Indian elite that took over the 
administration of the country from the British soon 
after Independence. 


Once again if we look at the distribution of wealth 
within the country, almost all the available statistics 
‘reveal to us that 10 percent of the population 
both in urban and rural areas earn and spend 
most of the national income and own most the 
production assets’ (Ref. Ibid). The inevitable 
conclusion is that most over ‘development 
achievements’ even after Independence have gone 
in favour of the rich and the powerful elite who 
control the entire system. Here lies the root cause 
for the marginalisation and alienation of the poor in 
India. The anti-development process of the poor 
can be seen in the following statistics : 


(i) 50 percent of the Indian population own only 
4 percent of the’ available land; claim less 
than 1/3 of the national income and own only 
7.3 percent of the rural wealth. 


(ii) Top 1 percent of the population enjoy 10 
percent of the total income of the country; 
another top 20 percent enjoy 18 percent; 
another top 10 percent enjoy 34 percent; 
lower 50 percent enjoy 22 percent, and 
lowest 15 percent enjoy just 5 percent. 


(iii) On the basis of urban property distribution, 
10 percent of the population own 57 percent 
of the property; 20 percent own 23 percent 
and the rest 70 percent own just 20 percent 
(Ref. : Ibid). 


It is crystal clear that ‘poverty is the situation of 


the majority in the country, and not the fate of a 
minority’, and all our development strategies have 
failed to address this real issue. Here lies the 
betrayal of the people of India. 


In other words, poverty is the creation of these 
filthily rich and powerful minority elite-groups and 
socio-economic inequalities perpetuated by conscious 
human and political decisions without human face, 
which in turn continue to keep more than half of 
India’s population still below the poverty line. 


To these poor people, who have no say in the 
distribution of available resources or in government's 
development schemes concerning their own lives, 
economic freedom is an empty area, political 
freedom an absurdity, and life, in general, a 
perennial and painful struggle. Sad and tragic 
though, it is these people who unwittingly serve not 
only as sustaining agents of urban middle-class life 
but also as valuable vote-banks for our so-called 
national, regional and local ‘nethas’ to perpetuate 
their power-games, indulge in looting and sacrifice 
the welfare and development of the people at the 
altar of blemished and tainted democracy. 


The Indian Constitution makes us the people of 
India believe that the State, as the sole or main 
agent of development of the people, would ensure 
an egalitarian society by safeguarding the right of 
every citizen to a decent human living. This ‘tryst 
with destiny’ has not happened. The tragic failure 
is in the travesty and the distortion of this ideal. 
The betrayal of the poor of India lies in the failure 
of our politicians and bureaucrats to adopt a 
suitable delivery system to translate this deal into 
a reality. The fault lies also in the fact that we, 
the people, have failed to exercise enough 
vigilance over ‘the commissions and omissions’ of 
our politicians and bureaucrats who continue to be 
the failed, discredited and disappointing policy- 
makers of our national destiny. With inspiration 
from Gandhiji and other great leaders of freedom 
struggle, our forefathers and elders succeeded in 


driving away the Colonial Masters who believed in 


world-looting but we have failed to educate and 
discipline our own Indian bourgeoisie the ruling elite 
who believe in self-aggrandizing pelf, power, looting 
and scooting. Our hope of setting right things in 


ns 


YtiIVA 


27 


Definitions, Perspectives and Trends on Poverty and Human Rights 


AURA ith ciA MRIs Ren 


and through elections is belied because elections in 
India today are won more and more with the 
politics of liquor, money, caste and lumpen 
elements. We have given ourselves too much inio 
the hands of petty politicians and_ willing 
bureaucrats and heartless businessmen a 
combination of rich elite groups who are mortgaging 
the country and its future for their own successful 
survival and pushing the people into the ‘nirvana’ 
of misery. No shock or surprise, then, why the 
educated and well-intentioned youth of India think 
that ‘brain drain’ is ‘better than ‘brain in the drain’. 


The alienation of the poor will continue ; 


(i) as long as the poor, like the poor of other 
countries, offer themselves as ‘the subject: of 
writings and speeches, never their authors, 
and allow themselves to be interviewed, 
photographed, measured, weighed and 
analysed’ (Ref: Pierre Spitz: Silent Violence: 
Famine and Inequality - 1978), 


(ii) as long as they, especially the poor women 
of India, remain illiterate and ignorant, hapless 
and voiceless, and unorganised and away 
from the national mainstream of Indian polity 
and civilization; 


(iii) as long as our politicians and government 
servants indulge in being expensive parasites 
upon the people by means of their corrupt 
behaviour, graft and canny manipulations of 
development policies and schemes, and couch 
their language with apparent but delusive 
concern for the poor; 


(iv) as long as our businessmen, caste-conscious 
groups maintain their elitism, vested interests 
and inclinations ‘for exploitation and 
accuniulation of wealth, power and status at 

the cost of the poor; 


(v) as long as our religious and educational 
institutions and social service organisations 
opt for status-quy, and are not prepared for 
a fight against unjust social structures and 
unfair distribution of income and available 
resources; 


(vi) as long as foreign aid flows into India more 
as ‘help’ rather than to understand the socio- 
economic political crises atflicting the people, 
and to initiate necessary plan of action for 
justice; and, 


(vii) as long as the well-intentioned among the 
educated in India remain passive and 


indifferent to the miseries and sufferings of 
the poor. 
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Remedial Measures 


(1) If poverty is a man-made phenomenon, then 
the remedy lies in replacing the men and 
women responsible for this situation and 
replacing the system or structures aiding 
them to perpetuate this situation. Proponents 
of this remedial measure suggest that 
collective ownership of all means of 
production could be a strategy (Ref. V. M. 
Dandekar and N. Rath; Poverty in India 
1971). It implies that political stakes and 
costs are high in the implementation of this 
measure but it is worth trying provided the 
poor are organised for a mass movement 
and mass-uprising for a collective revolution 
that would pressurise the ruling elite to pave 
way for the realisation of the aspirations and 
demands of the poor. 


Let us also not forget that, with the collapse 
of Communism in Eastern Europe, this 
measure seems to bé’ ultimately ineffective. 
Mahatma Gandhi's idea of “Trusteeship” could 
be a via-media. ‘ 


2 Real development demands ‘placing the last 
(the poor) as the first priority’ in our national 
agenda of development. They need to be 
involved as agents of their own development. 
Basic awareness education of the poor, their 
active participation and involvement in decision 
making processes concerning their own lives, 
should be the key word and prime strategies 
in averting the alienation of the poor and 
enabling them to stand on their own legs 
with a sense of self-reliance and self-esteem 
(Ref. Paulo Friere: The Pedagogy of the 
Poor). 


This means a conscious and committed 
option for the poor with redistribution of 
wealth and transfer of resources in favour of 
the poor (Ref: Michael Lipton: Why Poor 
_ People Stay Poor 1982). It means that the 
powerful elite of India, which includes the 
ruling class, instead of reassuring themselves 
and being sorry for the wretched plight of the 
poor, need to change their relationship with 
the poor and should be willing to come to 
their help. by distributing the riches which 
have been taken away from then. 


But here the question is: how many of us 
are ready to understand development this 
way and urge the government and the 
bureaucracy to reformulate development 
Strategies at the national level in tune with 
this understanding? Are out politicians and 
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civil servants interested and committed to this 
type of development? Perhaps, a quote from 
Helder Camera, the well-known retired 
Brazilian archbishop, is an answer obvious 
enough in this context: ‘If | feed the hungry, 
they call me a saint, but if | ask why they 
Stay poor, they brand me a Communist’. 


Instead of rushing to blame the ignorance 
and sub-culture of the poor for their ever- 
lasting poverty, or justifying poverty in the 
name of Karma Dharma, issues like non- 
implementation of effective land reform 
measures, reasons for low’ wages, 
unemployment, lack of access to basic health 
and education services and need for placing 
the poor as_ subjects of their own 
development need to be raised and discussed 
through all available means of communication 
without further delay. The voluntary sector at 
least a considerable number of NGOs has 
been doing a reasonably good job in India in 
this regard. Official intentional donor agencies 
and more and more NGO donor agencies 
could come forward to support the voluntary 
sector in India to take up and concentrate on 
these and such other issues. 


Opening up of the broadcasting and 
telecasting media to private agencies with 
collective ownership/trusteeship could be a 
great step in this regard, in view of diffusing 
new ideas and fresh and correct information. 


Reviewing the government sponsored 
community development programmes should 
be taken up without delay and with all 
seriousness and sincerity of purpose. Affected 
people should be mobilised to pressurise the 
concerned government agencies to take up 
this task. Corruption, middlemen, politicians 
lip-service, officials’ lack of interest, and 
‘above all, absence of people’s involvement 
while formulating these programmes are at 
the bottom of the failures of these schemes. 
Colossal draining of resources, meant for the 
poor, is the hallmark of these schemes. Even 
UNICEF or Danida-sponsored schemes are 
failing because of these reasons and because 
they depend too much on government 
agencies for implementation. NGOs could be 
given a better status in the planning and 
implementation of such schemes. 


The need of the hour is the emergence of 
dedicated and committed leaders who could 
take up the cause of the poor even to the 
extent o/ self-emptying of themselves. It is 
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inspiring to know that the voluntary sector 
has produced leaders of such verve, 
dedication and determination: Baba Amte, 
Mother Theresa, Anansaheb Hazare, Shankar 
Guha Niyogi of Chattisgarh Mukti Morcha 
(CMM) and Medha Patkar of Narmada 
Bachao Andolan (NBA) have proved to be 
‘the salt of the earth’ in their tireless struggle 
for the cause of the poor. It would be 
wonderful and meaninafui ‘f such leaders 
emerge from among the poor themselves 
leaders who could mobilise the poor for 
collective social action. Networking of these 
leaders from different parts of the country is 
a must for achieving desired goals and 
targeted results. 


If only the National Literacy Mission (NLM) of 
India has the basic education of the illiterate 
women of India as its single goal -and enable 
every woman under its mission to ‘discover 
her right to self-hood, her right to 
independent thought and decision-making, her 
right to a fair share of food, health and 
knowledge, her right to control her own 
reproduction, then we will witness not only a 
demographic revolution but also a social 
change of the most far reaching and positive 
kind. Do we have the courage to meet this 
challenge?” (Ref: Srilatha Batliwala: ‘Control 
Population, Not Women’ in The Hindu, dated 
June 6, 1993). 


Chaduvu Velugu (Light of Knowledge), an 
adult literacy primer which contains a lesson 
entitled Adavallu Ekamaithe (If women unite) 
and which depicts the benefits of literacy and 
tells the story of how the Dubagunta women 
won their battle against alcoholism, has 
created positive ripple effects in Andhra 
Pradesh (Ref: Down To Earth, 30 June 
1993). 


In fine, getting involved in the education and 
development of the poor is a_ social 
responsibility. Being well off or living even 
with some reasonable comfort, decency and 
dignity should instill in us a sense of 
obligation towards the progress of the poor 
because we possess these privilege partly or 
rather largely due to the presence and 
contribution of the poor to our own well 
begin in one way of the other within the 
existing socio-economic-political system. 
Therefore, any sort of neutrality or 
indifference towards the plight of the poor is 
a crime against the dharma of universal 
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brotherhood and common human fellowship as 
we are all part of the entirety of humanity. 
Mere charity towards the poor is an 
inadequate expression of our human solidarity 
with the poor, and when charity substitutes 
justice, it becomes a hurdle in our common 
effort to eradicate poverty. And as long as 
we keep up our indifference towards the 
poor, we only confirm, for ourselves and for 
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our progeny, a Hobbesian view and way of 
life, viz. ‘life is nasty and brutish, and so 
make hay while the sun shines’. In that 
case, poverty, as an evil, will continue to 
bedevil all of us, like the bite of the apple 
that signalled the loss of innocence in the 
Garden of Eden, amidst the struggle of the 
poor a struggle of epic proportions. May 
Heaven prevent this from happening! 
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‘The Technological Roots 
of Indian Poverty 


A. K. N. Reddy 


A Dual Society 


Over 25 years of industrialisation since 
independence have only accentuated the sharp 
polarisation of Indian society into haves and have 
nots, as has been dramatically revealed by figures 
on the increasingly skewed distribution of incomes 
and expenditure. The broad pattern is simple. 
The top ten per cent of India’s population 
accounted in 1967-68, for 24% of the total 
expenditure, in contrast to the bottom 60% which 
accounted for 37% of the total expenditure. More 
glaringly, the annual consumption, viz., Rs. 36,4000 
million, of the 25 million in the top 5% was slightly 
higher than the Rs. 35,000 million spend by 150 
millions in the bottom 30%. 


Thus the pattern of industrialisation adopted since 
Independence had led to a dual society: a society 
of the top 10%, the elite, which included, apart 
from industrialists, business men and feudal 
landlords politicians, bureaucrats, civil servants, rich 
peasants, professionals like scientists and 
engineers, and the bulk of organised white-collar 
labour; and a society of the bottom 90% consisting 
mainly of the rural poor. The elite runs virtually all 
political parties and therefore largely controls the 
political decision making machinery, with so called 
‘politics’ having become equivalent to wrangles 
between sections in this elite. The market 
economy, the social services and the educational 
-system are all almost wholly dominated by the top 
10% leaving the poor, and in particular the bottom 
40-50% in abject poverty with regard to essentials, 
goods, services and knowledge. In addition, the 
polarisation in a dual society is associated with the 
evils of rural stagnation and impoverishment, of 
massive rural employment and underemployment of 
mass migration to the metropolitan centres and of 
chronic balance of payments difficulties. Instead of 
the benefits of industrial growth diffusing to the 
countryside and reducing income disparities - as 
was expected, the growth of industries of the type 
set up thus far has only accentuated the above- 
mentioned evils of a dual society. 


Technology-Cause of Social Disparity 
The technological basis of India’s predicament lies 


in the fact that its pattern of industrialisation has 
been based entirely on the technology of the 
advanced countries (which for want of better term 
shall be referred to as “Western” technology) 
introduced through over 4500 foreign collaboration 
agreements. Western technology which was 
designed to meet the resource endowments of the 
advanced countries and the interest of their ruling 
groups, is a cCapital-and-energy intensive technology 
designed primarily to reduce labour, to supply vast 
markets and to produce goods for individual 
consumption. Its prolific development has led to 
spectacular increase in the degree of automation, 
in the scale of production and in the sophistication 
of its luxury goods. 


When capital intensive, labour saving western 
technology is introduced into a country like India in 
which capital is scarce and manpower is plentiful, 
the available capital tends to concentrate in large 
urban plants and shy away even more from the 
rural economy and the growth of employment 
becomes increasingly restricted in the capital- 
intensive metro-standards, opportunities and outlook 
between the urban rich and the rural poor. 


Western Technology is the Culprit 


It is the western technology, therefore, which has 
buttressed the polarisation of Indian society into a . 
dual society with a small comparatively rich, 
acquisitive, conspicuously consuming, politically 
powerful, city-centred elite drawing its ideas and 
values from the west, and a large mass of poor 
people left out of the circle of production and 
consumption. 


Such a development should not cause surprise. 
For technology is like genetic material, it carries 
the code of the society in which it was produced 
and survived, and tries to replicate that society. 
To the extent that Indian conditions are not 
uniformly favourable, this replication succeeds only 
in pockets. Thus the adoption of a western 
pattern of technology into the Indian context must 
be viewed as the initiation of a package-deal which 
includes, on the one hand, metropolitan centres of 
relative affluence, and on the other hand, rural 
poverty, mass employment, income disparities and 
deficits in balance of payments. 


It must be stressed that the contents of this 
package deal will not be significantly altered even 
if technology imports are replaced by the limitation, 
adaption and innovation of capital intensive, labour 
saving and luxury oriented large scale technology. 
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In this sense, the cry for self reliance and the 
indigenous development of western technology only 
represents the conflict between the native 
beneficiaries of such technology and its foreign 
vendors. Self-reliance of that brand will not 
transform the lives of the bottom ninety per cent 
of India’s population. 


Western Technology Is not Neutral; It 
Sustains the “Elite” 


In so far as imported technology sustains and 
consolidates the Indian elite, one must conclude 
that technology is not a neutral element in the 
political and economic scene and that the adoption 
of Western technology for Indian development has 
turned out to be a decisicn which perpetuates the 
elite and furthers its interests. For, the elite 
derives a large number of direct. and fringe benefits 
from sustaining a western brand of technology. 
Thus Indian large-scale industry finds its managers, 
technical personnel and skilled labour, and above 
all market for its luxury products, almost exclusively 
from the top 10% of the country’s population. _ It 
gets its capital from the top 5% and from the 
Government (either directly or indirectly from the 
subsidiary financial institutions) In addition there 
are also a number of fringe benefits following from 
industrialisation based on western technology 
imported through foreign shopping abroad (not only 
for technology), opportunities for political-cum- 
bureaucratic power and corrupt practices arising 
from licensing and foreign exchange regulations, 
etc. 


The Necessity of Alternative Technology 


The above description of the impact of western 
technology constitutes the case for a totally 
different pattern of technology. The features of this 
alternative technology must be derived from an 
alternative strategy of development in which the 
Starting point is the following set of facts - 


1. 80% of India’s population lives in the villages. 


2. 60% of the population has a per capita 
expenditure of less than one Rupee a day; 


3. About 20 millions are unemployed and abcut 
200 millions are underemployed. 


Since the average Indian ig an unemployed/ 
underemployed poverty stricken Villager, the 


Satisfaction of his needs demands a strategy based 
on : 


1. Employment generation in rural areas; 


2. A dispersal of mini-production units to the 


countryside; and the production of inexpensive 
goods of the mass consumption variety. 


Such a strategy of development has important 


technological implications. 


In particular the 


recommended pattern of growth compels and 
demands that preference must be exercised in the 


choice of technologies. 


Some of these preferences 


which are all designed to emphasize rural 
development are listed below : 


Bs 


10. 


A preference for capital-saving and 
employment generating, rather than capital 
intensive and labour-saving technologies; 


A preference for cottage-scale and small 
scale, rather than large scale technologies; 


A preference for the technologies of goods 
for 


and services appropriate mass 
consumption, rather than for individual 
luxuries; 


A preference for technologies requiring little 
skill or small modifications in the skills of 
traditional craftsman like potters weavers, 
blacksmiths, carpenters, cobblers, tanners, oil 
millers, midwives and medicine men: 


Preference for technologies using local 
materials rather than materials which have to 
be imported or transported from distant parts 
of the country; 


A preference for energy saving, rather than 
energy intensive technology; 


A preference for locally available source of 
energy such as the sun, wind and bio-gas; 


A preference in the machine-building and 
machine tool sector, for the technology of 
mass-production scaled down dispensable 
miniaturized factories, rather than the 
technology of mass producing consumer 
goods in gigantic city-based enterprises; 


A preference for technologies which promote 
symbiotic and mutually reinforcing rather than 
parasitic and destructive dependence of 
metropolitan industry upon the rural 
population: 


A preference for technologies based on 
rational sustained use, rather than 
indiscriminate rapid devastation, of the 
environment. 


One Concrete Example 


Consider for example, the case of fertiliser which 
can be produced synthetically from oil or from coal, 
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or organically as stabilised sludge from the 
anaerobic microbial fermentation of sewage and 
cattle wastes. Ruling out oil-based fertilisers plants 
in view of the total inadequacy of crude from 

indigenous production and of the rapidly escalating 
price of imported crude, one can compare the 
production of 230,000 tonnes per annum of 
nitrogen for in large scale coal-based fertiliser 
_ plants of the type being planned in india and in 
village-scale bio-gas fertiliser plants : (see table below) 


It is obvious from the table that the adoption of 
the alternative of bio-fertiliser technology instead of 
western coal-based fertiliser technology will : 

1. result in the dispersal of production to 26,150 


villages rather than concentrating it in one 
centre which is either urban or urbanized; 


2. save Rs. 130 million of precious capital in JS 


Capital-poor country; 


3. conserve Rs. 600 million of foreign exchange 
in the midst of a balance of payments crises 
which is always looming; 

4. yield a much higher rate of return on 
investment; 

5. generate 130 times more employment; 

6. provide employment to the rural poor rather 
than the urban elite; 

7. generate energy instead of consuming it; 

8. produce fertiliser where it is consumed and 
therefore relieve the burden on the struggling 
transport system; 

9. reduce unnecessary overheads on marketing 
and advertising; 

10. protect the villagers from the private and 
government apparatus set up to take the 
fertiliser from the urban factory to the village 
consumers; and finally, 


11. promote village self-reliance. 


This example clearly shows in a capsule why the 


choice of western technology wastes capital and _ 


230,000 tons nitrogen 


per year 
fertiliser plant 


No. of plants 


Capital cost Rs. 1,200 million 


Foreign exchange Rs. 600 million 


Employment Energy 
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Western Technology 


large scale coal based 


1,000 about 0.1 million 
MGH per year consumption. 


concentrates it in the metropolitan sector, squanders 
foreign exchange and energy, drastically inhibits 
rural employment and puts the villages at the 
mercy of the cities. Such choices repeated several 
thousands times are responsible for India’s present 
predicament. 


The point is that those bio-fertiliser plants must be 
tailor made for Indian village conditions where skills 
are scare and infrastructural facilities such as 
electricity are often lacking. Western designs cannot 
be copies slavishly because they incorporate the 
usual preferences for capital-intensive, automated, 
skill demanding, synthetics based, large-scale 
solutions. Thus, bio-gas fertilisers plants dispersed 
in Indian villages must not include main and 
auxiliary equipment requiring sophisticated controls 
and subtle maintenance procedures. Plant 
fabrication should as far as possible be wholly 
accomplished with the skills and materials available 
in a village, so that the crucial activity of 
maintenance can be achieved without urban 
engineers. All these factors impose stringent 
constraints on the design which would therefore 
require the team work of microbiologists, chemical 
engineers mechanical engineers and materials 
scientist. 


A necessary precondition of this picture of 
alternative technologies is that they must be 
developed on a sound base of fundamental science 
and basic engineering as is required for western 
technology. For e.g. the development of low-cost 
windmills operating from the comparatively lower 
Indian wind velocity may require many of the same 
theoretical and experimental techniques of 
aerodynamics and structure analysis as are required 
to develop supersonic aeroplane wings. The 
importance of this view point must be seen in the 
context of well-meaning advice from foreign experts 
that India should not invest in basic research. If 
such advice is acted upon, the result would be 
highly detrimental to the development of alternative 
technologies. 


Alternative Technology 


village scale 5000 cft/ 
day bio-gas fertiliser plant 
26,150 


8.8 tonnes per year per plant 
Rs.41,000/plant 


Nil 
130,750 (5 per plant) 6.35 million 
MGH per year generation 
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There are several structural distortions or 
interlocking vicious circles in which the Indian 
~ economy has been caught. These have to be 
broken at once if the economy is to be retrieved 
from the protracted and deepening crisis. In other 
works, it may mean that we have to search for an 
alternative strategy or model of development. 


The first vicious circle is between growth, 
employment, poverty, and inflation. Our development 
strategy as embodied in the Nehru-Mahalonobis 
Second Five Year Plan model ostensibly aimed at 
accelerating the pace of savings-investment rate 
and industrial production, with capital goods sectors 
awarded to the public sector more or less on a 
monopoly basis. The share of these sectors was 
more than half of the total public sector Plan 
investment. The neglect of agriculture which 
produced an early crisis, distortions and slowdown 
even in industry were corrected a decade later. 
However, the nature of this partially corrected 
development and the distribution of its burden were 
so designed as to keep nearly half the people in 
poverty, whether they were inside or outside the 
development process. Notwithstanding many claims 
towards having reduced the poverty levels, it seems 
that nor serious dent has been made on the 
problems of age-old poverty and deprivation, 
particularly if non-caloric measures are also 
included. Indeed, in many ways, the situation has 
deteriorated. Besides, growing population has 
washed away many benefits which could have 
gone to the people. The development pattern itself 
was no less responsible for the increase in 
ate thus adding a new point to the vicious 
circle. 


Most of the benefits of development have gone to 
a small percentage of people, mostly to business 
classes quite naturally, and to the middle classes 
not so naturally. At best, the upper and middle 
Classes taken together constitute about 20 per cent 
of the population and take away about two-thirds to 
three-fourths of income and wealth of the country, 
leaving the majority in poverty and destitution. This 
is also the class which is responsible for the 


highest contribution to savings. In fact, as 
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development unfolded itself and since the public 
sector made negative net savings, it was this cass 
which, in fact, financed a large part of the fiscal 
deficit and public sector capital investment. the 
Government was the borrower and the middie and 
upper classes, euphemistically called the household 
sector, the savers. At the same time, it is also this 
dass which not merely consumed to its satisfaction 
but also flaunted vulgar consumption at levels 
scmetimes not even known in the developed’ 
countries. Thus, a nexus developed between this 
class, which held a complete sway over the 
political power, and the state by which this process 
of appropriation from income along with high rate 
of saving and consumption were made possible. 
What upset the model or the circle of privileges is 
that the public sector which took about half the 
investment resources stands in yields in inverse 
relations to investment made into it. Although the 
ratio of Government expenditure to national income 
which went up to high as 40 per cent, the 
Government sector as a whole contributed 
practically nothing to net savings in the economy. 
Over the last few years, both the Government 
expenditure and the public sector investments have 
been financed through very large and accelerated 
deficit financing. Consequently, we have ‘the 
following outcome : 


(a) a modest growth rate, 
(b) fairly high rate of savings and investment, 


(c) a moderate rate of inflation of less than 10 
per cent until very recently, 


(d) fully entrenched poverty of about half the 


population, 


(e) the most vulgar consumption of the upper 
and middle classes which maintained high 
demand with high level of poverty; 


(f) widening inequalities. 


Poverty, A Barrier 


How does the first vicious circle move? One 
can begin with any of the aforementioned aspects. 
Let’s begin with inflation which moves both ways 
on the circle. Inflation in India compared to 
any other third world country is rather modest but 
it is large enough for transferring incomes from 
the poor to non-poor so that both the size and 
the structure of poverty remains intact and the 
growth of gogds of mass consumption is kept low 
as income shifts to saving classes. On the other 
hand, if a large majority of the people are 
poor, which, by definition, implies a low level of 
demand. Unless the economy is _ totally 
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mismanaged, there are good chances of inflation 
being contained. Add to it, a high rate of savings 
and consumption confined to the top 20 per 
cent of the population. The marginal and average 
propensity to save of this class never goes 
above one-quarter to one-third of its income. Thus, 
the Indian poverty remains a barrier both against 
high inflation and = structural radical socia 
transformation, let alone revolution. People have 
low incomes and therefore, low demand and 
lower pressure on the market. People are 
busy from morning till evening to eke out their 
miserable livelihood that they are incapable of 
staging a social revolt. In desperation, they may 
resort to sporadic violence, but cannot stage 
a revolution which requires sustained efforts. More 
out of guilt than a serious response, the 
Government opted for anti-poverty programmes 
which are designed to create an illusion of social 
and economic mitigation. Therefore, a part of the 
first vicious circle has the following relations: a 
limited growth rate which does not trickle down, a 
large proportion of the national income is 
appropriated by a small class which is enough to 
both save and indulge in vulgar consumption; mass 
consumption remains low and as expected the 
growth of consumer durables has been twice to 
thrice that of the other consumer goods. This 
keeps inflation at a moderate level and thus 
perpetuates poverty. Corruption and inefficiency in 
the public sector retards growth. High population 
growth rate ensures the perpetuation of poverty. It 
is in this way a part of the circle gets its 
dynamics. 


We cannot go into the details of the characteristic 
of each variable or relationship but an illustration 
will suggest the complexity of the problems. For 
instances, what are the characteristics of Indian 
inflation which was a cause as well as instrument 


of maintaining the vicious circle. Apart from 
remaining comparatively low compared to that in 
other developing countries, reflecting poverty and 
social inertia, it has been accelerating though 
moderately from one phase to other, rising from 
less than 5 per cent in the first two decades to 
about 8 per cent in the subsequent two decades; 
its effects are more quickly transmitted through the 
narrowing of the gap between price changes and 
subsequent adjustments by producers and 
consumers; it absorbs a large proportion of external 
component through high input prices such as oil, 
capital goods, metals etc.; it retards export 
promotion; and finally, it is responsible for creating 
domestic distortions of investments and resource 
allocations. 


On the other part of the circle move 
three variables, namely, investment, growth 
and employment, along with the other three i.e. 
savings, inflation and poverty, they make the 
circle complete. 


The trend growth rate had been around 3.5 per 
cent until the beginning of the 80s. It is to be 
noted that as the saving and investment ratio 
increased from 50s to the 70s, the growth rate did 
not go up appreciably. In fact, in the first decade 
and a half it reached the peak of 4.5 per cent 
and declined to 3 per cent in the second decade 
and a half. The growth rate got accelerated in the 
80s but so did the costs. There is considerable 
dispute and confusion not only about its statistical 
verity but also about the unaccounted and unstated 
costs such as heavy external and_ internal 
borrowings, environmental degradation and decline 
in employment growth. But there is no dispute 
about the fact that now higher growth rate of the 
economy is possible with higher prices and higher 
deficits. 


“Poverty is not the real problem. The real 
problem is inequality and therefore the division 
between rich and poor. A few, because of 


wealth and education have power over those 
who have no access to either”. 


— Julius Neyerere. 
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Reforms and the poor 


- Bhaskar Dutta 


Business Standard (Calcutta), July 12, 1995 
stl i ln NES 


As many of us are aware, assertions and 
allegations often acquire the authority of truth 
through the power of repetition. To a large extent, 
this has been the case with the charges that the 
current economic reforms in India lack a “human 
face’. Opposition leaders of various parties as well 
as some Congressmen have repeatedly attacked 
the programmes of macroeconomic stabilisation and 
structural adjustments initiated since 1991 on the 
grounds that these will severely impoverish the 
poor, and will only benefit the rich. The reforms 
have not gained popular acceptance, with the result 
that the process itself has been stalled to a large 
extent. 


Some ammunition has been provided to the 
opponents of the reform process in a recent paper 
by Dr. S. P. Gupta of the Indian Centre for 
International Economic Relations. Using the National 
Sample Survey (NSS) data on _ household 
consumption expenditure (which is the only source 
of data on distribution of consumption in India), the 
paper reports that the percentage of people below 
the poverty line has increased sharply in rural India 
during the periods July-December 1991 and 
calendar year 1992. During the same period, there 
was also a_ significant deterioration in the 
consumption shares of the lowest decibels in both 
the urban and rural sectors. Since this period 
covers the first 18 months of the reform process, 
there is a temptation to conclude from these 
figures that the structural adjustments programme 
(SAP) is indeed anti-poor. 


However, it is desirable to resist this temptation for 
at least two reasons. First data on crucial 
economic indicators come with a considerable time 
lag in India. For instance, NSS data on 
consumption expenditure are not available after 
1992. Hence, there is no direct factual basis 
behind assertions on the distributional changes in 
the last two and a half years. The second and 
perhaps the more important reason is that 
movement of all the major macrovariables in the 
initial phase were not necessarily caused by the 
policies of the reform package. This is particularly 
true about the changes in the price level as well 
as in agricultural production. The decline in 
foodgrain production of roughly 4.5 per cent in 
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4991-92 was due mainly to erratic monsoons, while 
the astronomical increase in prices witnessed in the 
first two years of the reforms phase was a 
consequence of low agricultural production and the 
expansionary policies of the pre-reform period. 


In the absence of “hard” data on the distribution of 
consumption expenditure after 1992, it is only 
possible to offer “guesstimates” or plausible 
conjecture about the impact of the SAP on the 
incidence of poverty. These have to be based on 
an analysis of the major components of the SAP 
and how they could have affected the determinants 
of poverty levels. 


In common with all adjustment programme, the 
SAP in India was also designed to prevent a 
dramatic collapse in the shortrun, while the long- 
term objective was to accelerate the rate of growth 
of the economy. Key components of the SAP for 
achieving the long-term objectives were industrial 
deregulation and trade reforms to promote 
competition in the domestic economy. These 
changes have meant a virtual end to the License 
Raj. 


What has been the impact of this is on the 
incidence of poverty? There is no reason to believe 
that industrial deregulation of trade reforms have 
had any impact at al! on the agricultural sector, 
and hence on the incidence of rural poverty. 
Moreover, despite the gloomy predictions that 
increased competition would have an adverse short- 
term effect on the pampered and protected 
domestic industrial sector, there is no evidence 
indicating any significant layoffs or dosures of large 
industrial undertakings. Indeed, the small-scale 
sector which was thought to be particularly 
vulnerable, seems to have fared better than the 
industrial sector as a whole during the initial years! 


However, the fiscal compression programme carried 
out by the government in the initial years in order 
to restore fiscal discipline must have affected the 
poor adversely. Expenditure on many of the poverty 
alleviation programmes was severely curtailed in 
real terms during 1991-92. Some of the 
programmes for the rural sector received a larger 
allocation in the second year, but the Nehru 
Rozgar Yojana, which is an urban employment 
programme continued to operate on a smaller 
scale. 


Fortunately, the last couple of years have 
witnessed a complete reversal of government 
expenditure on the social sectors in general and on 
rural development (including the poverty alleviation 
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programmes) in particular. As a proportion of the 
.Centre’s aggregate budgetary expenditure, total 
outlay on rural development and social services 
increased from 7.7 per cent to 10.4 per cent 
between 1990-91 and 1995-96. As far as the 
states’ expenditure on these sectors is concerned, 
the situation has been less encouraging. However, 
integrated outlays of the Centre and states on rural 
development and social services has increased in 
real terms, although it has declined as a proportion 
of GDP. 


An important purpose of the fiscal compression was 
to reduce aggregate demand and stabilise prices. 
Unfortunately, the effects of the past sins of 
government’ _ profligacy outweighed’ these 
contractionary forces. The rate of inflation reached 
astronomical heights in 1991-92, and remained 
higher than 10 percent in 1992-93. There is strong 
evidence to suggest that the nominal level of 
prices is an important determinant of the incidence 
of poverty, simply because the growth of money 
wages lags behind the rate of inflation. Thus; it is 
not surprising that real wages of unskilled workers 
are reported to have declined by over 5 per cent 
in 1991-92. The decline in real wages coupled with 
a fall in agricultural production is ‘sufficient to 
account for the increased poverty level in 1991 - 
92. 
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There is no evidence supporting the hypothesis 
that growth has been immiserizing in India. On 
the contrary, increases in per capita real 
consumption levels in the urban and rural sectors 
have been associated with reductions in the 
incidence of poverty in both the sectors. So, 
growth and price stability are crucial ingredients 
in any long-term strategy to remove poverty. Since 
growth and macroeconomic stability are also 
the principal objectives of the economic reforms 
package, there is really no conflict between 
the reforms process and the goal of poverty 
alleviation. 


Unfortunately, the policies implemented so far have 
neither achieved price stability nor taken the 
economy to a higher growth path. Indeed, the 
economy's growth rate during the first three years 
since mid 1991 has been below the long-term 
trend rate of growth. Perhaps more damaging to 
the poor has been the failure of the government to 
control price rise during the last couple of years. 
The failure to control prices is largely due to the 
fact that the government has not practiced fiscal 
discipline, although this was one of the avowed 
goals of the SAP. It is not the reform process 
which has retarded poverty alleviation, but the 
failure to take some of the hard options which are 
an intrinsic component of the SAP. i 
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What are human rights? 


To make sense of the disputes that surfaced in 
the run-up to Vienna - and the documents and 
declarations in this book - it is essential to 
establish the common starting point for the drama 
that unfolded. That starting point is a question: 
‘What are human rights?'? 


‘Human rights’, as the term is most commonly 
used, are the rights which every human being is 
entitled to enjoy and d to have protected. The 
underlying idea of such rights - fundamental 
principles that should Id be respected in the 
treatment of all men women and children - exists 
in some form in all cultures and societies. The 
contemporary international statement of those rights 
is the Universal Declaration of Human Rights. 


The declaration covers two broad sets of rights. 
One set is known as Civil and Political Rights. The 
other set of rights is known as Economic, Social 
and Cultural Rights. In the. words of the 
declaration, these two sets of rights aim to give all 
people ‘freedom from fear and want’. Both sets of 
rights must be protected as the ‘foundation of 
freedom, justice and peace in the world’. 


It is the responsibility of governments to protect the 
human rights proclaimed by the declaration. Under 
the heading of Civil and Political Rights, all 
governments are to protect the life, liberty and 
security of their citizens. They should guarantee 
that no-one is enslaved and that no-one is 
subjected to arbitrary arrest and detention or to 
torture. Everyone is entitled to a fair trial. The right 
to freedom of thought, conscience and religion and 
to freedom of expression is to be protected. 


Under the heading of Economic, Social and Cultural 


Rights, all governments are expected to try. 


progressively to improve the living conditions of 
their citizens. For example, they should try to 
guarantee the right to food, clothing, housing and 
medical care, the protection of the family and the 
right to social security, education and employment. 
They are to promote these rights without 
discrimination of any kind. 
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Many Northern governments, however, as well as 
the news media, have come to use the term 
‘human rights’ in a very narrow sense, referring 
only to the Civil and Political Rights set out in the 
declaration. As a result the term ‘human rights’ is 
often broadly misused to mean only Civil and 
Political Rights and to exclude from consideration 
as a matter of rights, fundamental issues such as 
the right to food, health, education and social 


security. 


This widespread misinterpretation of the term has 
resulted in charges that ‘human rights’ and the 
Universal Declaration itself consist of nothing more 
than ‘bourgeois rights’, or ‘Western rights’. Some 
governments had begun to argue that the very 
idea of universal human rights conflicts with the 
very specific characteristics of local or regional 
cultures and customs. Some argued that human 
rights must be recognised as different in different 
religious contexts. Some held that under the banner 
of protecting universal rights, Northern governments 
would continue to focus on Civij and Political 
Rights in their dealings with Southern nations while 
refusing to change financial and other practices that. 
deny the Economic, Social and Cultural Rights of 
people in such nations. 


The conventional wisdom had been that human 
rights were ‘indivisible’, meaning that respect for 
Civil and Political Rights could not be divorced 
from the enjoyment of Economic, Social and 


Cultural Rights. Expressed the other way round, 


authentic economic and social development could 
not exist without the political freedom to participate 
in that process, including the freedom to dissent 


Here too, views diverged. Some governments had 
argued that strict measures curbing political 
freedoms were necessary to get their economies 
going. Some argued that priorities must be 
established: what was the point of talking about the 
establishment of courts and reforming the prison 
system when the pressing issue was ending 
ante and seeking relief from crippling foreign 
ebt’ 


Stemming in- part from the one-sided interpretation 
of the term ‘human rights’, the concept of 
‘development’ had also come to be regarded as a 
human aspiration separate from the achievement of 
human rights, despite the fact that at least half the . 
30 articles of the Universal Declaration of Human 
Rights specify the Economic, Social and Cultural 
Rights which constitute the core of much of the 
world’s development efforts. 
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The various international practice that had grown 
up as a result also gave rise to increasingly 
heated debates. These focused particularly on two 
aspects of international relations most commonly 
referred to*) in diplomatic jargon as ‘conditionality’ 
and ‘the right to development’. 


‘Conditionality’ is the relatively recent practice 
whereby wealthy Northern governments attach 
human rights conditions to the provision of 
development assistance to Southern countries. They 
may insist on the holding of democratic elections. 
They may insist on seeing other civil and political 
rights enforced. And if those conditions are not 
met, development assistance may be withheld. 


‘The right to development’ was elaborated in the 


1986 General Assembly Declaration on the Right to © 


Development. It emphasises the importance of 
Economic, Social and Cultural Rights and 
establishes that achieving these is both an 
individual and a collective responsibility. States have 
the primary responsibility for creating national and 
international conditions favourable to the realisation 
of the right to development. A range of Northern 
governments expressed deep-seated reservations 
about acknowledging this right since its effective 
implementation would challenge longstanding 
patterns of economic and political power. 


The human rights backdrop 


These issues were debated against a global 
backdrop of immense human suffering. It is 
governments who, in international law, are obliged 
to act as the protectors of universal human rights. 
In practice, they have acted as the violators and 
have failed as the guarantors. 


Although the right to life, liberty and security of 
person is universally recognised, an estimated 120 
million people have been killed in this century both 
in peacetime and in armed conflict as a result of 
government intervention including tens of thousands 
sentenced to death or executed or who have 
‘disappeared’ in over 60 countries in the last 
decade. The toll of economic injustice and 
deprivation is no less horrendous: 14 million 
children die every year before they reach the age 
of five. ; 


Slavery is banned in international law. Yet some 
200 million people are held in conditions amounting 
to slavery, including some 100 million children 
existing through back-breaking labour, prostitution 
and begging, as well as adult bonded labourers 


and women forced into marriage below the he age 
of consent. . 


Torture is another evil that has been internationally 
outlawed. -But no amount; of rhetoric can hide the 
fact that the torture and ill-treatment of prisoners in 
prisons, police stations or secret detention centres 
is reported from over 100 countries today. That is 
more than half the countries of the world. 


Despite guarantees of freedom of expression and 
association, prisoners of conscience - people jailed 
solely for the nonviolent exercise of their human 
rights - are held in more than 60 countries, that is 
one third of the member states of the United 
Nations. Estimates of the numbers of political 
refugees run to 14-17 million with between 12 and 
24 million internally displaced people. 


On the economic, social and cultural side, the 
figures are profoundly disturbing. Worldwide, nearly 
140,000 under-fives die from the combined effects 
of hunger and disease every three days. 


Over 100 million people were affected by famine in 
the opening year of this decade. More than a 
quarter of the world’s people do not get enough 
food and nearly one billion go hungry. More than 
one billion people still lack access to safe water 
and nearly 1.5 billion people worldwide lack access 
to health services. | 


Despite the established right to education, 130 
million children lack access to primary school. 
Nearly one billion adults are illiterate, nearly 600 
million of them women. — 


If the World Conference, and indeed all those 
committed to the long-term protection of human 
rights, were to change the course of history they 
were going to have to look these appalling facts in 
the face. 


The way forward 


Measured against the horrors of this catastrophic 
record of failure, the cutcome of the World 
Conference could hardly be termed dramatic. But 
the Vienna Declaration, reproduced in full in Section 
5 of this book, settled a number of key issues on 
the intergovernmental agenda. Beyond that, it 
marked a new phase in the collective energy of 


‘the non-governmental human rights movement. 


The universality of human rights was reaffirmed. 
‘The universal nature of these rights is beyond 
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question,’ says the Final Declaration. The entire 
spectrum of human rights was endorsed, without 
division. ‘All human rights are universal, indivisible, 
and interdependent and interrelated,’ the Declaration 
says. Human rights were reaffirmed as including 
both civil and political rights and the broader range 
of economic, social and cultural rights, as well as 
the right to development. This full conception 
recognises, in the words of the Final Declaration, 
that: ‘the human person is the central subject of 
development.’ 


‘We can see emerging the makings of a fairly 
pristine document of principles,’ observed the 
independent conference newspaper Terra Viva, ‘one 
that will not disgrace its forebear, the Universal 
Declaration of Human Rights. We should never 
forget that this magisterial document was approved 
in 1948 by a UN membership that only numbered 
50 plus and excluded China; whereas the Vienna 
one stands a chance of being approved by over 
170 members, very much including China’. 


Governments, however, were not the sole actors in 
Vienna. The community of nongovernmental 
organizations (NGOs) was present in force. The 
final statement of the NGO Forum is included as 
Section 6 of this book. Taken together, the Vienna 
Declaration and the Statement of the NGO Forum 
have charted a course of action for governments 
and independent bodies. The key question is 
implementation. The action proposals are by no 
means as detailed as the Programme of Action 
adopted at the Earth Summit. A major question 
mark hangs over the resources yet to be devoted 
to these objectives. Primary responsibility rests with 
national governments whose very violations created 
the need for the conference. But, as with any such 
exercise, setting the standards must inevitably come 
first. Those were under threat before Vienna; they 
are no longer under attack in the same way. It is 
in that sense that Vienna secured a new 
consensus. 


On that basis, therefore, it is possible to identify. 


the goals set for the future. These would at the 
very least serve as a checklist for assessing the 
integrity of the governments that ascribed to them 
and of the international community that has 
committed itself to their achievement. How many 
more men, women and children will die 
unnecessary and atrocious deaths before we see 
these promises become reality is anyone's guess. 
lf the death toll and the injustices are to stop, 
here in broad outline is what those who assembled 
In Vienna determined must be done - 
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The full range of human rights must be 
respected as the equal and inalienable 
birthright of all people. All people, regardless 
of their characteristics or social situation, must 
be understood to have the same fundamental 
rights. No one is to fall, at any time or for 
any reason, outside the circle of those whose 
rights are to be universally protected. 


The achievement of development and 
democracy must be based on universal 
respect for human rights and fundamental 
freedoms. This is essential if people are to 
determine their own political, economic, social 
and cultural destinies and to participate fully 
in their societies. This applies to all people 
and all societies and must be understood to 
embrace individuals and groups thus far 
excluded from the free and equal expression 
of human rights. 


The process of development, which has to 
include the eradication of extreme poverty 
and the alleviation of the debt burden of 
developing countries, must become one of the 
highest priorities of the international 
community. This can only be carried out on 
the basis of a new pattern of global 
cooperation that meets the needs of both 
present and future generations. 


The promotion and protection of economic, 
social and cultural rights must become subject 
to the same scrutiny and enforcement which 
can already be applied to civil and political 
rights. The first need is for a system of 
indicators to measure progress in the 
realization of the rights set forth in the 
International Covenant on Economic, Social 
and Cultural Rights. 


Gross and systematic violations of civil and 
political rights are taking place on a vast 
scale. Every effort must be made to halt 
these abuses which include arbitrary 
detentions, torture, summary executions, and 
‘disappearances’. Every instance must be 
condemned and measures taken to end 
impunity for those responsible. 


The protection of one set of rights must not 
be invoked as a justification for the denial or 
violation of other universally recognized rights. 
The promotion of social justice cannot be 
used to legitimize political persecution; nor 
may the rule of law be used as a basis for 
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the perpetuation of economic injustice and 
social deprivation. 


Discrimination in all its forms must be 
eliminated if people are to be able to 
exercise their inalienable rights and freedoms. 
Racism and racial discrimination, xenophobia 
and other forms of intolerance must be the 
target of major legislative and social programs 
to prevent these abuses, protect potential 
victims and create a global ethos of mutual 
respect between all members of the human 


family. 


The rights of women of all ages, which have 
been denied on a massive scale worldwide, 
must be accorded full respect. This is a 
fundamental building block in the protection of 
the fundamental rights of all people 
everywhere. Action in a wide range of fields 
- legislative, economic, social, and educational 
- is needed to halt all forms of violence 
against women and to curtail their exploitation 
and harassment. 


Children are among the most vulnerable 
people on the face of the earth and are 
frequently the defenseless victims of the most 
appalling violations of human rights. These 
abuses must stop and be prevented in future. 
This requires the adoption of the wide-ranging 
measures stipulated in the Convention on the 
Rights of the Child, in addition to special 
measures to come to the defence of victims 
such as street-children, those who suffer from 
economic and sexual exploitation, those in 
detention and those who have become 
refugees. 


Minorities of all types must be protected so 
that their members can exercise fully and 
equally the rights to which they are entitled 
like all other human beings. They must have 
the right to develop their own culture, speak 
their own language, practise their own religion 
and participate on a basis of equality in the 
larger society in which they live. 


The dignity and inherent rights of all those 
living in indigenous communities throughout 
the world must be accorded full protection 
through the law, social practice and 
international measures for their defence. 
Attacks upon their communities, their cultures 
and their economies, as well as the slaughter 
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and gross ill-treatment of their people, must 
be ended and prevented from recurring. 


Discrimination against people who are 
disabled must be eradicated. They must be 
enabled to exercise their fundamental rights 
and to participate fully in society. 


Gross violations of human rights, including 
armed conflicts, are among the factors 
responsible for creating vast populations of 
displaced persons and refugees. All who are 
forced to flee persecution’ must have 
protection for their right to seek and receive 
asylum in other countries. At the same time, 
the root causes that create refugee 
movements must be addressed. 


Every State must have an effective system 
for investigating and redressing vioiations of 
human rights. A strong and independent 
administration of justice must be secured in 
order to sustain human rights, democracy and 
development. Ratification of international 
human rights treaties by all governments is 
also an indispensable part of the process of 
establishing a universal rule of law in defence 
of human rights. 


Education in human rights must be treated as 
an essential contribution to the development 
of a global human rights culture. This 
requires the teaching and discussion of 
human rights in both the formal educational 
system in each country and informal channels 
of learning. 


The role of non-governmental organizations in 
the defence of human rights must be openly 
recognized and accepted. The harassment 
and brutal attacks to which human rights 
workers are often subjected must cease. 


Every State must consider drawing up a 
National Action Plan to examine what needs 


to be done in its country to improve the 


promotion and protection of human rights. 
This would reaffirm the responsibility of — 
national governments for human rights 
protection and provide a nationwide framework 
for evaluating and proposing ways of 
improving each country’s human rights record. 


The mechanisms for protecting human rights 
at the national, regional and international 
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levels must be strengthened and better 
coordinated. In addition to the creation of 
a United Nations High Commissioner for 
Human Rights, proposals include the 
establishing of an International Penal Court 
and strengthening the United Nations Centre 
for Human Rights. 


The resources needed for _ intensified 
international human rights protection must be 
provided as a matter of priority. Funds are 
needed by the international bodies like the 
UN and by the regional bodies. Ultimately the 
money must come from the member states: 


(20) 


it is governments that must make this 
commitment. 


The responsibility for monitoring and ensuring 
respect for human rights must permeate all 
levels of human society. It is a human 
responsibility that transcends national and 
other boundaries. States must no longer seek 
to shield themselves from international0 
scrutiny on the question of human right ;; nor 
can they be allowed to fail in their 
responsibility - which is entrusted to them on 
behalf of humanity as a whole for the global 
defence of human rights. 
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1995-96 Budget 
— Mirage of Poverty 
Alleviation 


- MADHU DANDAVATE 
Times of India (Bombay) April 3, 1995 


The poor in the country do not fall in the net of 
wealth tax, capital gains tax and income tax. The 
real taxation on the poor is the spiralling inflation 
that breaks their backbone. Owing to inflation even 
those who are hovering on the border of the 
poverty line are pushed below it. As a political 
expediency, the finance minister has assured in his 
poll-oriented budget that there his poll-oriented 
budget that there will be a substantial reduction in 
inflation. 


The factors that contribute to inflation are not 
receding. For instance, the fiscal deficit projected in 
the 1995-96 budget is as large as Rs.57,634 crore. 
From the earlier trends, the fiscal deficit is 
expected to rise further. In the 1993-94 budget, the 
fiscal deficit projected was 4.7 per cent of the 
GDP. In the revised budget estimates for 1993-94, 
it was upgraded to 7.3 per cent of the GDP, 
whereas the actuals revealed that the fiscal deficit 
had mounted to 7.7 per cent of the GDP. The fate 
of fiscal deficit of 5.5 per cent of the GDP 
projected in the 1995-96 budget is also not going 
to be very different. 


The apparently meagre overall budgetary deficit of 
Rs.5,000 crore projected in the budget is the result 
of compounding the staggering revenue deficit of 
Rs.35,541 crore with « large capital surplus of 
Rs.35,541 crore sought o be achieved by mopping 
up large external and internal borrowings to the 
order of Rs.52,634 crore in 1995-96 and, at the 
same, time reducing capital expenditure from 
Rs.39,370 crore in the revised estimates for 1994- 
95 to As.35,823 crore in the. 1995-96 budget. This 
reduction in capital expenditure has an inflationary 
potential. 


Centre Warned 


The annual report of the Reserve Bank of India for 
1993-94 had warned the Union government that 
capital inflows had already gone far beyond the 
safe limit of monetary expansion and had inducted 
a large increase in money supply in the economy 
which was not in step with production. As a result, 


inflation had grown. The governor of the Reserve 
Bank had, in this context, recently recommended 
that inflation should be reduced at least by four 
percentage points. 


The increase in the nonproductive non-plan 
expenditure like interest payments has risen from 
Rs.44,000 crore in the previous budget to 
Rs.52,000 crore in the present one. This too will 
have an inflationary impact on the economy. The 
worst sufferers will be the poor in the country. For 
instance, the several blow to the poor is the 85 
per cent increase in the prices of food artides sold 
through the public distribution system. 


For the alleviation of poverty, the finance minister 
has announced in his budget an ambitious package 
of schemes like housing for the rural poor, a 
monthly pension of Rs.75 per month for old 
persons aged 65 and above living below the 
poverty line, assistance to the Khadi and Village 
Industries Commission (KVIC), national social 
assistance scheme for the poor, mid-day meals for 
school-going children and commercial credit to 
scheduled castes and tribes. The greatest drawback 
of these schemes have not been formulated and 
no budgetary allocations made, In others, stead of 
making the budgetary provisions, the financial 
burden of the poverty alleviation schemes has been 
passed on to the banking institutions. The 
profitability of these institutions is already low and 
several social obligations of meeting the financial 
needs of the priority sectors are placed on them 
earlier. 


Broadened Base 


Several economic experts believe that since only 
0.8 per cent of the population in the country is 
expected to pay income tax, the base of this tax 
should be broadened and its structure depend. 


What is happening, however, is exactly the 
opposite. The finance minister has increased the 
income tax exemption limit from Rs.35,000 to 
Rs.40,000. All experts on taxes, including the 
finance minister, know well that with the increase 
in the income tax exemption limit by Rs. 1,000 the 
corresponding loss of tax collections is Rs.100 
crore. But there is an anti inflationary mechanism 
by which more relief on income tax can be given 
to the taxpayer without harming the economy. This 


‘can be done by ensuring a higher tax rebate on 


savings by the income taxpayers. This is a positive 
alternative by which savings can be increased, 
inflationary pressure on the economy can be 
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contained and at the same time indirect relief can 
be given to the taxpayer. 


If the spirit of federalism which permeates our 
Constitution is to be respected in the financial field 
also the basic thrust of the recommendation of the 
tenth finance commission should be accepted and 
implemented. On the basis of these 
recommendations, all revenues should be brought 
under the divisible pool so that revenues through 
increase in the administered prices of commodities 
as well as through corporation tax, which were so 
far the sole monopoly of the Centre, can come 
under the divisible pool for distribution between the 
Union and the states. With a more equitable 
distribution of tax revenues between the Centre and 
the states, the neglected backward states with a 
large population of poor will be able to derive 
some benefit. It appears rather strange that in 
raising financial resources, the ratio of tax 
collections raised by the Union and the states is 
50:50. In regard to the distribution of the revenues 
between the Union and the states respectively, 
however, the ratio is 60:40. These distortions must 
be corrected. 


The finance minister has confirmed through his 
budget speech that the small-scale industries sector 
is very dynamic. It provides 14 million jobs, is 
responsible for 40 per cent manufacturing output 
and 35 per cent of exports. Such a sector, is 
going to suffer a lot owing to reduction in customs 
duties on imported goods. The finance minister's 
claim that simultaneous reduction in the excise 
duties would help in reducing the prices of goods 


produced by indigenous industries, particularly small- 
scale industries, is not tenable because experience 
over the years has been that the industries do not 
pass on the excise duty relief to the consumers. If 
as a result of dwindling markets for the small-scale 
industries’ goods, the small-scale sector Is 
mutilated, employment generation will suffer and 
poverty will grow. 


Monitoring Vital 


Whether it is the implementation of the programme 
of poverty all eviation or any other scheme, 
continuous monitoring and assessment of its 
performance is essential. For this purpose, the 
concept of performance budget should be vigorously 
pursued so that the gap between professional and 
practice is narrowed. 


In the 1995-96 budget, the finance minister has 
responded favourably to some of the demands 
persistently pressed from the forum of Parliament 
and outside. These include simplification of excise 
duties, extension of the Modified Value Added 
Taxation (MODVAT) giving credit for duties paid on 
the inputs for the final product, revision of the ratio 
of direct and indirect of the ratio of direct and 
indirect taxes in the upward direction, and 
emphasis on agricultural and rural development. In 
the absence of the effective performance budget, 
the finance minister will fix certain financial 
targets, will fix certain financial target, will plan 
schemes of poverty alleviation and ultimately find at 
the last hour that instead of alleviation of poverty 
there may be its proliferation. 
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International Fund for Agricultural 
Development (IFAD) 

Extract from Relation between Development and 
Human Rights, UN 


The Universal Declaration of Human Rights 
proclaims the economic, social and cultural rights to 
which everyone ‘as a member of society’ is 
entitled. A corollary to that proclamation is the right 
to development for all: wealth, income, opportunity 
and social services should not be the prerogative 
of a few; inequalities between rural and urban 
sectors should be reduced since everyone has a 


human right to food, shelter, education and health © 


care. 


The stark reality is, however, that out of a 
population of some few billion in 114 developing 
countries, there are more than 2.5 billion poor 
people who live in rural areas, and of these 
approximately one billion live below the poverty line 
and are therefore denied such basic human rights. 
Despite efforts to reduce the percentage of the 
rural populations beiow nationally defined poverty 
lines, the absolute number of the rural poor has 
increased and there has been no significant 
progress in reducing the number of those living 
below the poverty line. 


The poor folks’ very right to live is threatened by 
disease, malnutrition and just the plain lack of the 
basics to sustain life. The rural poor comprise 
smallholder farmers (having three hectares or less 
of cropland) and the landless. In addition there are 
artisanal fishermen, nomadic pastoralists and 
indigenous ethnic tribals. Smaliholder farmers suffer 
from low yields, lack of productive services, 
inefficient markets for their produce which bind 
them in a low production : low savings trap. The 
most marginal of these small farmers, as a result 
of demographic pressures have gradually been 
pushed into the ranks of the landless. The survival 
of the latter depends on uncertain and ill-paid 
seasonal labour and access tu common pasture 
and forest lands. The meagre existence of the 
above-said groups is made even worse by natural 
disasters, policy biases, commercial premises and 
civil strife, which often forces them from their 
homelands. Other groups of rural poor are also 
affected by these processes. Artisanal fishermen 
and pastoralists are particularly vulnerable in terms 
of ecology damage and resource depletion and, as 


in the case of ethnic minorities, are exploited by a 
variety of intermediaries, traders, moneylenders and 
petty officials. 


Nonetheless, across all these groups of rural poor, 
the plight of women, who account for nearly 60 
per cent, is by far the worst. Rural women are 
triply disadvantaged: as poor they are deprived 
human beings; as women they are subject to age- 
old discrimination and bias; and these two factors 
combined seem to detract and marginalize their 
role in society. In comparison to men, rural women 
have less access to literacy, education, land and 
credit, their labour is cheaper and they must make 
do with less of everything, although they have the 
primary responsibility for homes and children and 
often must also manage the land due to male 
migration. Their lives are a drudgery of long work 
days, doing household chores fetching water and 
wood. They must often look after food crops, 
vegetable crops and tend small livestock. As 
producers, though, they have less access to credit, 
extension and other productive services than the 
males. Rural women are the victims of gender 
discrimination at its worst, since often the nutrition 
available to them is hardly commensurate with the 
physical demands of manual work plus childbearing. 
Apart from the violation of inalienable human rights, 
poverty also acts as a destructive agent on nature 
and the environment. After all, environment and 
poverty are closely linked in a circular process of 
causation: left alone, each reinforces the other into 
a negative spiralling process of further degradation 
of environment and accentuation of poverty. Indeed, 
the rural poor are obliged in their plight for survival 
to make major onslaughts on natural resources: 
over-exploitation of soils, poor range management, 
destruction of forests, to name a few. 


IFAD believes that the deprivation suffered by 
millions due to hunger and poverty cannot be 
halted by the mere pursuit of the growth of the 
overall economy, which is believed to lead 
automatically to wealth ‘trickling down’ to the have- 
nots. That this approach has not worked is 
demonstrated by the overwhelming persistence of 
poverty, not only in the rural world but also in the 
number of poor nations. A whole new 
understanding of the causes of the poverty process 
which infringes on the right to development is 
required, which IFAD believes may be formulated 


‘on a paradigm for development based on three 


fundamental propositions. The first is that sustained 
and sustainable rural development starts with, rather 
than ends with, poverty alleviation. The second is 
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that poverty is essentially linked to problems of 
production and investments in poverty aileviation 
are therefore investments in production. The 
third is that it is the poor themselves that 
can increase production and it is they who 
represent a tremendous force for development. 
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Without investment in human beings there can be 
no real development. Indeed, the poor can be 
mobilized in the search for domestic assets, since 
the resort to external resources has neither helped 
in alleviating the poverty of nations nor their 
people. 
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Poverty Levels in India : 
Norms, Estimates and 


Trends 
EPW Research Foundation 
Economic and Political Weekly, August 21, 1993 


The debate and the associated literature on the 
concept and measurement of poverty levels based 
on a single poverty norm have been extensive and 
fascinating. While recognising that poverty is 
multidimensional in character and that it manifests 
itself in a variety of socio-economic characteristics, 
individual scholars and of official agencies have 
nevertheless, considering the immensity of its 
incidence, thought it necessary to evolve a single 
yardstick that would help estimate the number of 
people in poverty in the country. The poverty line 
so defined has been clearly distinguished from the 
measure of under nourishment or that of inequality, 
though they are all closely interrelated. 


Origin of Rs.20 Norm 


During the planning era, the subject of defining a 
poverty line was first posed at the Indian Labour 
Conference in 1957. Subsequently, in July 1962, 
the Planning Commission set up a distinguished 
Working Group’ which, after considering. the 
recommendations regarding balanced diet made by 
the Nutrition Advisory Committee of Indian Council 
' of Medical Research (ICMR) in 1958, advocated a 
national minimum expenditure for every household 
of five persons (or four adult consumption units) at 
Rs.100 per month or Rs.20 per capita per month 
in terms of 1960-61 prices so as to provide a 
minimum nutritional diet in tams of calorie intake 
as well to allow for a modest expenditure on items 
other than food (except on education and health 
which were expected to be provided by the state). 
The Working Group suggested that for urban areas 
the minimum would have to be raised to Rs. 125 
per month per household or Rs.25 per capita pa 
month “to cover the high prices of the physical 
volume of commodities on which the national 
minimum is calculated” (Planning Commission 1962). 
Though the Working Group did not provide the 
statistical basis of its estimation, subsequent official 
publications revealed that it had taken into account 
the recommendations of the ICMR on balanced diet 
(CSO 1981 and Gupta 1989) Again,though the 
Working Group did not so specify, of official reports 
subsequently have placed by implication the 


corresponding figure for rural areas at Rs.18.90 per 
capita per month? (CSO 1981). 


The perspectives brought to bear on the estimation 
of this minimum, both by the Working Group and 
the then Planning Commission, were interesting. It 
was perceived that the balanced diet recommended 
by the Nutrition Advisory Committee together with 
a modest standard of consumption of other item 
would cost approximately Rs.35 per head per 
month at 1960-61 prices; by itself this was by no 
means a high standard but at that time less than 
20 per.cent of our people could afford it. 
Considering the impossibility of attaining exceptional 
growth in income (of, say, 10 to 12 per cent per 
annum) implied in the target of the whole 
population being raised above the poverty level in 
a 15-year perspective, a balance had to be struck 
between what was considered desirable and what 
was in fact feasible by way of growth and income 
redistribution within a given time frame Therefore, 
the national minimum to be achieved for all in the 
15 Year perspective (i e, by the Fifth Five-Year 
Plan or 1975-76) had to be defined in more 
modest terms; it was set at Rs.20 per capita per 
month at 1960-61 prices (Planning Commission — 
1962 and Sankhyo 1974). 


NSS Data and Calorie and Expenditure 
Norms 


During the 1960s and the 1970s, a spate of 
studies undertaken by research scholars attempted 
more systematic evaluation of the poverty norm or 
its implication for the number of people below the 
poverty line some of them only in the context of - 
the rural poor and some for both rural and urban 
areas. Though the Rs.20 at 1960-61 prices norm 
is frequently quoted, a few Of the subsequent 
studies have adopted more systematically worked- 
out expenditure norms or what have come to be 
known as poverty lines. Depending for this purpose 
on the Nationwide consumer expenditure Survey of 
the National Sample Surveys Organisation (NSSO) 
available annually up to 1973-74 and by 
quingennium thereafter, these studies have 
employed (a) some desired calorie norm to be 
derived from foodgrains and other food items; (b) 
information regarding calorie content of food items; 
and identification of the expenditure class the size 
distribution of the household consumption 
expenditure as per the NSS Rounds which satisfies 
the desired calorie norm. To get the point estimate 
of the expenditure value from the discrete 
expenditure size-groups, equal distribution of the 
population lying in the size group (Dandekar and 
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Rath 1971) or linear in inter-polation method 
(Planning Commission 1979) of Lorenz Curve of 
consumption distribution (Ahluwalia 1978) has been 


adopted. 


The cut-off expenditure so arrived which is partly 
normative and partly behavioural, thus comprises 
expenditure on food items (equivalent to the calorie 
norm) and the balance which is the act expenditure 
on non-food items. It was generally found that rural 
households the poverty level spent a little less than 
per cent on foodgrains and substitutes about 20 
per cent on other items of foods and the 
remaining 20 per cent on non food items. The 
corresponding pattern consumption for the urban 
poor was 36:5 per cent, 33.5 per cent and 30 per 
cent respectively. These proportions have shown 
only a gradual declining trend over the decades.? 
It should be mentioned parentheses that, to our 
knowledge, in entire range of poverty studies official 
and non-official never has there been any doubt 
raised or enquiry made of adequacy or otherwise 
of the 20-30 per cent expenditure on non-food 
items providing other components of basic needs 
essential for human existence at a tolerable level 
(even assuming substantial expenditure on 
education, health, etc the state). 


Minhas (1970), in one. of his early studies, 
preferred a level of poverty at Rs.200 per year per 
person for rural areas for Rs.16.67 per month) 
compared with the national average of Rs.240 per 
person (or Rs.20 per month recommended by the 
Working Group (1962), though he estimated the 
number of people below the poverty line in rural 
areas based on both of these norms also for all- 
_ India as per the Rs.240 norm (Minhas 1969). Ojha 
(1970), taking the minimum calorie need of a 
reference man at 2,250 per day, derived the 
corresponding expenditure on _ foodgrains 
consumption per day and the resultant aggregate 
consumption expenditure; this minimum expenditure 
requirement worked out to Rs.18 per person per 
month for the rural population and only Rs.11 per 
person per month for the urban population. 


Bardhan (1973). stating that the rural minimum 
should be somewhat lower than Rs.20 per person 
per month at 1960-61 prices, preferred Rs.15 as a 
conservative estimate initially; but later firmed it up 
at Rs.14 for 1960-61 nd Rs.28 for 1968-69, based 
on the valuation of a normative minimum diet as 
reported by the Central Government Employees’ 
Second Pay Commission (1957-59) which in turn 
took into account the norm of 2,700 calories and 
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55 grams of protein for an adequate diet for an 
average Indian adult in moderate activity as 
recommended by W. R. Aykroyd in 1951 and 
subsequently modified by the ICMR in 1958 
(adequate to maintain various lite processes, though 
not at their peak levels). Bardhan werked out the 
cost of this diet at 1960-61 and 1968-69 prices 
and. using the NSS expenditure proportions for 
food and non-food items, derived the per capita 
expenditure based on the cost Of minimum diet as 
shown above. Ashok Rudra (1974) adopted a 
procedure similar to that of Bardhan (1973) but 
arrived at three alternative rural poverty lines by 
evaluating three deferent specifications of the 
minimum normative diet as recommended by P V 
Sukhatme, the FAO and Patwardhan (Second Pay 
Commission); his estimates Of rural poverty lines 
were Rs.22.73, Rs.28.60 and Rs.15.63 at 1960-61 
prices, respectively. Assuming that urban food 
prices were higher by 10 per cent than rural prices 
and taking NSS consumption data, Rudra derived 
three corresponding urban poverty lines thus 
Rs.27.33, Rs.33.73 and Rs.18.99 at the same 
1960-61 prices. 


The most systematic and celebrated work on the 
poverty-level question is that of V. M. Dandekar 
and N. Rath (1971). Assuming that a calorie intake 
norm of 2,250 per person per day would be 
adequate under Indian conditions for both the urban 
and rural populations and using the NSS data on 
sizewise household consumption. Dandekar and 
Rath defined the poverty line as the expenditure 
level at which the average calorie intake met this 
norm. Though the same calorie intake norm was 
applied for rural and urban population, the 
Dandekar-Rath study took into account the 
difference in consumption patterns and also in the 
prices of commodities facing rural and urban 
households. They thus arrived at the poverty line 
of Rs.170.8 per capita per annum for a rural 
household (Rs.14.2 per capita per month) and 
Rs.271.7 for an urban household (or Rs.22.6 per 
capita per month), both at 1960-61 prices; Noting 
that the rural minimum determined by them was 
considerably below that proposed by the 
distinguished Working Group (1962) while the urban 
minimum was a little above it, Dandekar and Rath 
revised their rural minimum to Rs.180 per annum 
or Rs.15 per month, and rounded Off the urban 


minimum to Rs.270 per annum or Rs.22.5 per 
month. 


Ahluwalia (1978), quoting well-established pedigree 
(or it, used a consumer expenditure level of Rs.15 
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per capita for 30 days at 1960-61 prices for rural 
areas. Subsequently, there was a study by Bhaskar 
Dutta (1980) which took the same poverty line for 
rural’areas, but for urban areas chose a poverty 
line of Rs.20 per capita per month at 1960-61 
prices on the assumption that the rural-urban price 
differential for the poor in 1960-61 was 
approximately 20 per cent and that there were 
certain imposed and induced needs which were not 
reflected in the above rural-urban price differential, 
thus explicitly recognising, unlike some Of the 
earlier studio, that the rural-urban consumption 
differences at the poverty level were attributable not 
only to price difference but also to difference in 
physical needs. 


Undernutrition vs. Poverty 


What has come to be termed as a fundamental 
attack on the caloric intake and balanced diet 
methods came from V. K. R. V. Rao (1977) and 
P. V. Sukhatme (1977, 1978) (quoted in Dandekar 
1981). Citing the presence of households with 
calorie intake oelow the prescribed norm in NSS 
data for 1971-72, Rao found the results paradoxical 
in that “the poor as defined also include the not- 
poor and that the not poor include the poor’. Rao 
(1977) sought to identify poverty with deficiency in 
the total level of living which included not only 
energy requirements but also balanced dict needed 
for health and other components of basic needs 
essential for human existence at a tolerable level. 
impliedly, Rao perceived that estimates based on 
the calorie intake and balanced diet method 
underestimated poverty levels whereas Sukhatme 
(1977) argued that the ‘correct’ estimate of poverty 
was at about one-half of the estimate put forward 
by Dandekar and Rath (1971) Sukhatme considered 
that the figure of calorie requirement used in such 
studies was not the minimum but the average 
requirement a healthy, active population of 
reference type; thus, the dimensions of poverty 
were exaggerated. In defence, (1981) argued that 
(a) both Rao and Sukhatme emphasised the 
method estimating undernutrition whereas Dandekar- 
Rath study dealt with measurement of poverty; and 
(b) whatever criterion we chose, including the cost 
of essentials of tolerable human ultimately it was 
the expenditure level so determined and not the 
chosen criterion that defined the poverty line. 


Despite the exciting controversy raging in the 
academic literature and despite the (act that the 
ball was set rolling by a distinguished Planning 
Commission Working Group (1962), the official and 
planning agencies kept themselves aloof from the 


subject for a fairly long ‘period until the time the 
Draft Fifth Five-Year Plan was being prepared in 
1974 by the new Janata Dai government at the 
centre. Interestingly, this period of neglect coincided 
with the Plan holiday and sluggish planned 
investment. For about 1 period of 15 years from 
the Third Plan 1961-66) lo the Fifth Plan (1974-79), 
Five- Year Plan documents made no reference to 
the poverty line question or the estimated incidence 
of poverty.’ The decision to define poverty rather 
precisely, to present a concrete measurement 
thereof and to use it as a plan target was taken 
for the first time during the formulation of the Sixth 
Five-Year Plan.’ 


On the eve of the formulation of the Draft Five- 
Year Plan 1978-83 (which popularised the concept 
of a rolling plan for a brief period and which gave 
greater focus on the minimum needs Programme), 
a Task Force on Projections of Minimum Needs 
and Effective Consumption Demand was set up by 
the Planning Commission in July 1977. which 
adopted the same Dandekar-Rath method of a 
applying the nutritional norm to identify he cutoff 
point in the size distribution, of consumer 
expenditure data, but the nutritional requirements 
were worked out separately for rural and urban 
households in a detailed manner by applying; sat 
and occupation-specific daily calorie requirements 
per person (as recommended by the Nutrition 
Expert Group of the ICMR, 1968) (see Planing 
Commission 1979). For this purpose, use was 
made of the estimated age-sex structure of the 
population for 1982 derived from the population 
estimate (Ill projection) of the Expert Committee on 
Population (1977) coupied with the 1972 census 
occupational structure and participation rates based 
on usual activity status gleaned from the NSS 
employment data contained in its 27th Round 
(1972-73) Thus, on the basis of a detailed 
exercise, the Task Force redefined the poverty line 
at the nutritional requirement of round 2,435 
calories per capita per day in rural areas and 
about 2,095 calories per day in urban areas 
(rounded off to 2,400 and 2,100 _ calories, 
respectively, in all the subsequent Five-Year Plan 
documents) To work out the monetary counterparts 
of these norms, the Task Force used the 28th 
Round (1973-74) NSS data relating to private 
consumption both in quantitative and value terms 
and, applying the appropriate conversion factors, 
derived calorie content of food items of each 
monthly per capita expenditure class separately for 
rural and urban areas Applying the inverse linear 
interpolation method to the data on the size 
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classes of average per capita monthly expenditure 
and the associated calorie content of food items in 
the relevant expenditure classes separately for rural 
and urban areas, the Task Force estimated the 
poverty lines at Rs.49.09 per capita per month for 
rural areas and at Rs.56.64 per capita per month 
for urban areas at 1973-74 prices P. V. Sukhatme, 
who was a member of the Task Force, reiterated 
that the above calorie requirement was the average 
and not the minimum required for biological 
existence and hence strongly recommended that 75 
per cent of the poverty lines could be considered 
as the appropriate cut-off point Though such a 
modest poverty line was once highlighted in the 
Draft Five Year Plan 1978-83 (Planning Commission 
1978) but never used since then, the Task Force 
emphasised that the calorie requirement at the 
above modest poverty line was very close to that 
required for biological subsistence 


The above 1973-74 poverty lines have become in 
literature the second landmark estimations and have 
served as the base for a number of subsequent 
studies on poverty including the elaborate ones by 
Minhas et a/ which have constructed suitable all- 
India and state-specific consumer price indices 
relevant for rural and urban poverty group levels, 
worked out and updated/down-dated the all-India nd 
state specific poverty lines, and estimated the 
head-count ratios of poverty. (More on their 
estimates later). 


in the literature, bench-mark estimates using the 
NSS data relating to private consumption in 
quantitative and value terms have thus been 
undertaken only for two reference years, 1960-61 
and 1973-74. For the subsequent years for which 
the NSS data are available, the poverty lines have 
been update/down-dated by the relevant price 
deflators; wholesale price indices (Dandekar 1988 
and Gupta 1984) for both rural for agricultural 
labourers in respect of the rural poor (Bardhan 
1973, Ahluwalia 1978 and 1986, and Dutta 1980) 
and consumer price index for industrial workers in 
respect of the urban poor (Dutta 1980 and 
Bardhan 1974) of a combination of the consumer 
price indices for industrial workers and urban non- 
manual employees for the urban poor (Minhas et al 
1987); and, more importantly, separate all-India and 
state-specific price indices for the rural and urban 
poor (Minhas et a/ 1990 and 1991) 


Critique of the Planning Commission’s 
Approach 


The Planning Commission on its own has been 
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updating the 1973-74 lines from time to time based 
on some chosen deflators (Table A) 


As may be observed from the above, the Flanning 
Commission used the wholesale price index as 
deflator during the Sixth Plan period ard the 
CSO’s private consumption deflator during the 
Seventh Plan period and onwards (Gupta 198S-172- 
731). No distinction has been made between the 
rural and urban cost of living in this respect. A 
study group appointed by the Planning Commission 
on the concept and estimation of poverty ine 
apparently recommended the use of the CSO’s 
private consumption deflators as the second-t-est 
solution until appropriate price indices using 
separate indices for all commodities and servi:es 
consumed by households near the poverty line and 
the most recently availaole 
consumption baskets of the poor were constructed | 
(PPD study on ‘Concepts and Estimation of Povurty 
Line’ (1984) quoted in Gupta 1989 :175-76. Such 
an elaborate work has not been obviously 
undertaken by the Planning Commission and 
Minhas et al (1987 and 1991) haw been critical of 
the Planning Commission's attempt to bypass tie 
enormous task involved in constructing separate 
cost of living indices needed to reflect the impact 
of differential changes in consumer prices in rural 
and urban India, despite the existence or 15 pur 
cent difference as between the rural-urban povery 
norms for the base year (1973-74). Gupta (1989 : 
176) nevertheless justifies the use of the CSO’s 
private consumption deflators and their uniform 
application to rural and urban areas on the grounc’ 
that detailed estimates of price increases made by 
Minhas et a/ showed that they were very close as 
between rural and urban sectors and also they 
were not much different from the CSO’s private 
consumption deflators. This has, however, been 
disproved by the fact that there are significant 
differences in the estimates of the incidence of 
poverty depending on whether the price adjustment 
was made based on the official method or the 
method used by Minhas et al (Table 7) 


Yet another criticism of the Planning Commission's 
approach relates to the large pro rata adjustments 
made to the observed size distribution of consumer 
expenditure because the CSO's estimate of total 
private consumption expenditure in its National 
Accounts Statistics (NAS) exceeds by a large 
margin the total consumption expenditure estimated 
from the NSS Rounds For instance, the NAS 
estimate was 22 per cent higher than the NSS 
estimate for 1983-84 and 27.5 per cent higher for 
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1987-88. In a series of studies on the comparisons 
of the NSS and CSC estimates of private 
consumption, Minha eft a/ (1989) have brought out 
the serious infirmities in the NAS estimates of 
private consumption and thus questioned the validity 
of the pro rata adjustment by the Planning 
Commission of the NSS size distribution of 
consumer expenditure sum, studies by Minhas ef al 
(1989 and 1991) have preferred the head-count 
ratio estimates of poverty based on the NSS data 
without any adjustment. 


State Specific Cost of Living Indices 


Yet another major refinement introduced by Minhas 
et al (1990) relates to the of state-specific cost of 
living indices relative to all-lndia separately for rural 
and urban middie population for working out the 
state-specific poverty lines an estimates of the 
incidence of state-wise poverty. The methodology 
employed in this respect is as under. First, given 
the all-India poverty lines of Rs.49.09 per capita 
per month for rural and Rs.56.64 per capita per 
month for urban areas 1973-74 prices, the same 
have been converted into the equivalent of all-India 
rural. and urban prices prevailing in the subsequent 
NSS survey years using the appropriate cost of 
living indices for the relevant middle-range of 
population in rural and urban areas separately. 
Second these all-India rural and urban poverty 
norms for individual years are converted to State- 
specific prices by using the state-specific price 
indices relative to all-india = 100 for the respective 
years (all separately for rural and urban areas). 
Third juxtaposing the statewise poverty lines so 
derived against the size distributions of per capita 
total expenditure (PCTE) available from the NSS, 
the head count ratio measure of poverty incidence 
in each state, separately for rural and urban areas 
in each of the reference years, has been worked 
out. It has been found that the all-India rural and 
urban head-count ratios and the actual number of 
people below the poverty line aggregated from the 
statewise data were somewhat higher than the 
direct estimates of all-India poverty incidence 
derived from the all-India price indices worked out 
for the same rural and urban middle population 
categories 
It may be recalled that at the first stage the 
refinement to the poverty line estimation was 
undertaken at the all-India level wherein Minhas et 
al (1987) constructed two price indices at the all- 
India level : (i) one relevant to the rural poor 
called the consumer price index for middle rural 


population (CPIMR) based on the observed rural q 
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Table A 


For the Year Rural Urban Nature of 
and at Price (Rs. per capita Deflator 
Level of per month) Used 

1973-74 49.09 56.64 Base date 

1976-77 61.8 71.3 Wholesale 
price index 

1977-78 65.0 75.0 -do- 

(61.05)* 81.0)" 

1987-88 131.8 152.13 CSO’s 
private . 
consumption 
deflator 


* Correspnding to the norms developed by the 1962 Working 
Group. 


retail prices and the 1970-71 consumption pattern 
of approximately three middle deciles of rural 
households, and (ii) another for the urban poor 
which combined the consumer indices for industrial 
workers and urban non-manual employees with their 
respective weights (called CPICU). At the second 
stage, state-specific rural and urban consumer price 
indices with the weighting diagrams relevant for the 
middie groups of the respective population have 
been worked out and with the help of the state- 
specific price differentials (in relation to all-India), 
poverty norms and incidence of poverty for various 
states (and aggregated for the country as a whole) 
have been estimated (Minhua eft a/ 1990 and 
1991). This is again a significant improvement over 
what the Planning Commission has done “For 
estimating the incidence of poverty statewise, again 
the same poverty lines -- one for the rural and 
another for the urban -- were used. This is rather 
heroic since the consumption pattern and the price 
deflators in different regions vary significantly. But 
for the operational use, the consensus was in 
favour of taking the same poverty line for all the 
States” (Gupta 1989: 177). 


The most common used indices of poverty, as 
shown above, is the proportion of, people below a 
given poverty line or norm which is also called the 
head-count ratio. This does not depict the extent to 
which the income/expenditure of the poor falls short 
of the poverty norm. The concept of poverty gap 
or income gap ratio is intended to fill this lacuna. 
The income — 


gap (I) is generally measured by | = | - yp 
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where yp is the mean income of the poor and zp 
is the poverty line. While the head-count ratio 
ignores the amounts by which the incomes of the 
poor fall short of the poverty line, the income gap 
is said to be independent of the number actually 
in poverty Both the measures are said to 
be insensitive to intra-poor transfers of income 
A. K. Sen suggested a comprehensive measure 
which takes into account not only the head-count 
ratio (H) but also the average income gap measure 
(Il) and the Gini co-efficient amongst the poor (Gp) 
(Sen 1973) Sen’s P index thus captures the 
intensity of poverty. P = H (I+(I-l)Gp), where the 
incidence of poverty is relatively high. Some 
estimates of the latter two concepts are also 
reproduced in the accompanying tables 


Trends in incidence of Poverty 


Table | presents a synoptic picture of the evolution 
of poverty estimates in India and Tables 2 to 7 
reproduce the estimates made by various scholars 
over the years and also those made by the 
Planning Commission (or by officials associated with 
the Planning Commission) A detailed review of 
these estimates is beyond the scope of this note. 
Nor does the note focus on the various 
explanations offered of the causes and trends in 
the incidence of poverty. In this respect, the 
literature has no doubt seen interesting themes 
such as (i) unduly large number of dependents to 
be supported (Dandekar and Rath); (ii) scarcity of 
land and landlessness and incidence of rural labour 
(Dandekar and Rath 1971); (iii) rural poverty being 
characterised by agricultural labour without land, 
other rural labour without land, some agricultural 
labour with land, and small land operators Minhas 
1970); (iv) rural poverty falling in periods of good 
agricultural performance and rising in periods of 
_ poor performance (Ahluwalia 1978); (v) inclusion of 
_ agricultural income, price and time in explaining 
poverty (see the examination of Dharm Narains’s 
contributions in this respect in Ahluwalia 1986); (vi) 
the complex relationship between infrastructual 
development and prices, on the one hand, and 
poverty levels, on the other (Rao et al 1986); and 
(vii) a succinct review of the concepts and 
estimation of poverty as also of the statistical 
association between the temporal changes in the 
incidence of poverty on the one hand and a 
number of secular forces on the other (Mellor and 
Desai 1986). The present note does not also dea! 
with the theme of the trickle down mechanism 
which has been debated extensively in the literature 
(Gupta 1989, Ahluwalia 1986, Bardhan 1986 
Rajkrishna 1983). Also, in explaining the behaviour 


of poverty incidence, the nature of agricultural 
situation obtaining in the NSS survey years (1983 
or 1987-88) has also been deait with in the 
literature likewise, the role of IRDP and other 
special employment programmes in mitigating 
poverty, particularly during the Sixth Plan period 
(see Krishnaswammy 1990). There have also been 
individual state-level studies which we have not 
reviewed here (see, for instance, the study on 
West Bengal State Planning Advisory Board 1979), 
on Punjab (Rajaraman 1975) and on Assam (Saikia 
et al 1988). A correct and systematic estimation of 
poverty ratios is all the more necessary at the 
state level as they are used for operational 
decisions concerning allocation of central funds. 


Broadly, the trends could be summerised thus. 
First, both rural and urban centres showed a trend 
increase in the incidence of poverty betwee: the 
mid-1970s (1977-78 to be specific) thereafter there 
has occurred gradual steady decline in poverty 
levels. This is so whether one looks at the head 
- count ratio or the income-gap index or Sen’s 
poverty intensity index; Secondly, there are 
significant interest-state differences in the incidence’ 
of poverty with the weighted co-efficient of 
variations across States rising significantly up to 
1983 and declined thereafter for rural areas but © 
continuously rising in respect of the urban areas 
many States have shown similar trends as in the 
case of the all-India incidence, but some of them 
like Assam, Bihar, Jammu and Kashmir, Karnatka 
and Uttar Pradesh have shown relatively slower 
reduction in the declining phase. Thirdly, the 
Planning Commission estimates of poverty based 
on less sophisticated price adjustments and also 
pro rata adjustments for the so called 
underestimation of private consumption in the NSS 
data have come to be questioned fairly convincingly 
by Minhas et al. Their estimates of head-count 
ratio were 9 to 10 perceniage higher than those of 
the Planning Commission for 1983. The difference 
are much wider for 1987-88, namely, 12 percentage 
points for the rural population and as high as 17 
percentage points for the urban population. 
Appropriately computed ‘incidence of poverty in 
1987-88 works out to 48.7 per cent for rural areas 
(as against 32.7 percent given by the Planning : 
Commission), and 37.8 per cent for urban areas 
(as against the official 19.4 per cent) and 45.8 per 
cent for all-India (against 29.2 per cent) (Planning 
Commission Figures as quoted in Minhas et al 
1991). The incidence of poverty has declined over 
the years but “the Planning Commission has not 
bothered to learn from them (the many analytical 
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Studies) and has been merrily using the same old, 
analytically and empirically questionable methods, 
leading to generation of misinformation about the 
country’s progress on the poverty alleviation front. 
The massive reduction in the incidence of poverty 
between 1983 and 1987-88, as reported by the 
Planning Commission, is a consequence of the 
peculiar statistical artifacts used by it” (Minhas et 
al 1991: 1679). Besides, despite the decline in the 
head-count ratio, the absolute numbers of the rural 
poor rose from 257.9 million in 1970-71 to 276.8 
million in 1983 and further to 283.7 million in 1987- 
88. In urban India, the corresponding numbers of 
the poor rose from 50.4 million to 69.2 million and 
further to 77.5 million. For the Indian union as a 
whole, the population in poverty grew from 308.3 
million in 1970-71 to 346.0 million in 1983 and to 


361.2 million in 1987-88. “Incidentally, the total - 


population of India was about 361 million in 1951, 
whereas the population of the poor alone was 
exactly of the same magnitude in 1987-88” (Minhas 
et al 1991: 1680). 


Thus, the debate on the concept and measurement 
of poverty has come a long way, yet there is no 
agreement on the methodology of estimation 
between scholars and the government. Nor has the 
literature made much headway in dissecting the 
poverty profile in terms of labour and land-owning 
and other social classes or in terms of the nature 
and extent of deprivations of basic needs and 
health and educational standards. The report of the 
Expert Group appointed by the Planning 
Commission to examine afresh the methodology of 
poverty estimation is therefore awaited. 


Postscript 


Thé Expert Group Report, referred to above, has 
since been submitted. Tie Group has argued that 
having decided to accept the minimum standard of 
living, defining poverty normatively, it should be 
applied uniformly to all parts of the country for 
assessing poverty and the commodity basket 
corresponding to this norm should be standardised 
at the national level and applied to all states 
uniformity. As for the major recommendations, first, 
the Expert Group has accepted the poverty base 
line of Rs.49 (rural) and Rs.57 (urban) at 1973-74 
prices anchored on the recommended per capita 
daily intake of 2,400 calories and 2,100 calories, 
respectively, with reference to the consumption 
pattern of 1973-74. Second, for deriving state- 
specific poverty lines, (a) the standardised 
commodity basket corresponding to the poverty line 
at the national level should be valued at the prices 
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prevailing in each state in the base year, i.e., 
1973-74; and (b) state-specific consumer price 
indices have to, be constructed, using (i) the 
observed state-specific consumption pattern of the 
20-30 per cent of the population around the 
poverty line in 1973-74 as the state-specific 
weighting diagram, and (ii) disaggregated relative 
prices from the consumer price index for 
agricultural laboures (rural) and the consumer price 
index for industrial workers and urban non-manual 
employees (urban). 


The Expert Group has argued that it was better to 
rely exclusively on the NSS data for estimating the 
poverty ratio rather than adjusting the poverty 
estimates derived from the NSS to bring them in 
line with the per capita consumption expenditure 
obtained from the NAS put out by the CSO. The 
Expert Group has called upon the CSO/Planning 
Commission to undertake further work in the areas 
of poverty estimation, as also to supplement the 
estimates of overall poverty with a more 
comprehensive report on the levels of living of the 
population. First, non-availability of appropriate state 
specific cost of living indices is an important gap 
in data availability for making state-specific 
estimates of poverty and hence the CSO should 
take immediate steps to construct such indices 
representing changes in consumer prices of the 
poor at relevant disaggregated levels. Secondly, in 
order to provide a complete picture of the state of 
well-being of the population, data on the 
composition of the poor population in terms of 
dominant characteristics such as region, social 
groups educational and health as also nutritional 
standards and by living environment should be 
collected and analysed by the Planning 
Commission. 


Table 8 presents the incidence of poverty in rural 
and urban areas, separately worked out for each 
state and aggregated for all-India. The results do 
show that hitherto the Planning Commission has 
bean underestimating the size of poverty both in 
rural and urban areas. Thus, the Expert Group has 
placed the rural poverty for 1987-88 at 221 million 
(37.6 per cent) and urban poverty at 81 million (or 
38.9 per cent) giving an all-India poverty level of 
302 million (about 38 per cent). The Planning 
Commission’s earlier estimates were lower by 25 
million for rural areas, by 39 million for urban 
areas and by 64 million for all-India. However, the 
Expert Group estimates themselves are considerably 
lower than those made by Minhas et al in respect 
of rural areas by as much as 63 million; for the 
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urban areas the Expert Group derives a higher 
estimate at 80.8 million as against 77.5 million by 
Minhas eft al. This differences cannot be entirely 
explained by the state-specific and all India poverty 
lines derived by the Expert Group for rural areas 
which are considerably lower than those derived by 
not only Minhas et a/ but also by the Planning 
Commission in earlier periods. The following table 
is self-explanatory regard to the inconsistencies in 
this respect which require a closer study : 


Rural Poverty Line 
Soc. ha CR RSS SS 


For the Year Planning Minhas Expert 
and at the Commis- et al Group 
Price Level sion 

(Rs. per capita per month) 

1973-74 49.09 49.09 49.09 

1977-78 62.10 57.62 55.39 

1983-84 101.70 93.16 87.93 

1987-88 131.60 122.63 112.88 


A major revelation in the Expert Group estimates 
of poverty is that in 1987-88 the proportion of the 
people in poverty was more in urban areas at 
about 39 per as against 37.6 per cent in rural 
areas. According to the Group, between and 1987- 
88 poverty incidence declined only fractionally in 
urban areas (from 41.7 per cent to 39 per cent) 
whereas it fell rather sizeably in rural areas (from 
43.8 per cent to 37.6 per cent) which is partly 
explained on the face of it by a sharper rise in 
the cost of living in urban areas (40.7 per cent 
increase in the urban poverty line) than in the rural 
areas (28.4 cent increase in the rural poverty line. 


Notes 


(1) The Working Group comprised D R Gadgil, B 
N Ganguli, P S Lokanathan, M R Masani 
Ashoka Mehta, Pitambar Pant, V K R V 
Rao, Shriman Narayan and Anna Saheb 
Sahasrabuddhe. 


(2) See also Gupta (1989), Interestingly, 


Sukhamoy Chakravarty thought that the norm. 


of Rs.20 at 1960-61 prices was for rural and 
Rs.25 per month for urban areas 
(Chakravarty 1987; 30). 


(3) The relevant ratios for food items in total 
expenditure are given in Table B (in 
percentages). 


(4) Only a passing reference to it was contained 
in the Fourth Five Year Plan (1969-74) thus; 
“If the pattern of inequality in consumption 
were the same as observed in 1967-68, the 
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(5) 


(6) 


second poorest decile of the population would 
have a per capita consumption level (valued 
at 1968-69 prices) of about Rs.320 per 
annum or about Rs.27 per month by the end 
of the period. This would be equivalent to the 
consumption level of Rs.15 per month in 
terms of 1960-61 prices, which is appreciably 
below Rs.20 per capita per month, which was 
deemed a minimum desirable consumption 
standard” (p. 34). Describing as a remarkable 
document (mentioned above) which Pitambar 
Pant pioneered in the PPD), Chakravarty 
gives an explanation for the neglect:” it is 
probably one of the first attempts in anon- 
socialist developing country to work out a 
perspective for poverty eradication. However 
because of the harvest failures in 1965 and 
1966, Pant’s base level assumption turned 
out to be way off-mark, and details of this 
particular exercise were almost completely 
forgotten even within the Planning 
Commission itself. The document was never 
Officially published, but an edited version was 
printed in the mid-70s in a non-official 
publication after an Approach document 
prepared for the Fifth Five Year Plan had for 
the first time put the problem of poverty 
eradication in the foreground of political 
discussion” (Chakravarty 1987:31). The same 
set of papers including this one were also 
published as a special volume in Sankhya 
(1974). Though the Fourth Plan refers to 
inequality in the distribution of consumption in 
terms of fractile or decile groups, there was 
no reference to it in the Fourth Five-Year 
Plan Model (Jadhav and Ray 1989; also 
Gupta 1989). For the first time, the Fifth Plan 
Model introduced the notion of a minimum 
standard of living for the lowest 30 per cent 
of the population; it was translated into a 
minimum consumption expenditure of Rs.20 at 
1960-61 prices per capita per month (which 
worked out to a monthly per capita 
consumption of Rs.36.64 in the rural areas 
and Rs.39.64 in the urban areas at 1971-72 
prices) (Planning Commission 1973). 


This was when D. T. Lakdawala was the. 
vice-chairman of the Planning Commission, 
See also Gupta (1989:181). 


On an earlier occasion also the government's 
claim regarding sizable reduction in the 
incidence of poverty came to be severely 
questioned (Sundaram and Tendulkar 1983; 
and Raj Krishna 1983). 
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Table B. 
Share of Food Items in Total Household 
Expenditure 

Year Rural Urban 
Above Below Above Below 
Poverty Poverty Poverty Poverty 
1977-78 61.6 80.3 56.5 25 2 
1983-84 66.2 78.9 S75 74.2 
1986-87 66.9 79.1 55.8 Saal, 
1987-88 61.1 75.8 54.2 137 


* Poverty lines as derived by the Planning Commission. 
Source : Hashim (1990). 
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Apart from India’s generally low level of social 
development, there is the acute inter-regional and 
inter-state disparity in such development that has to 
be reckoned with. As depicted in Tables 1 to 6 
when inter-state comparison is made, a complex 
scenario emerges. The literature has emphasised 
various types of linkages between three groups of 
factors determining social development; demographic 
factors (crude birth and death rates, child and 
maternal mortality rates, and family regulation 
achievements); literacy and educational attainments; 
and income and other economic indicators. It is 
interesting that the records of various Indian states 
in these respects do not provide any clear-cut 
linkages. Broadly, the inter-state comparison 
suggests that any stand-along performance in 
respect of any one of the above three aspects 
does not appear sustainable. Thus, it is found that 
tangible reductions in birth and death rates, for 
instance, are not possible without a significant 
improvement in literacy rates. In fact, literacy 
attainments, particularly amongst women, seem to 
play a pivotal role in containing population growth 
(e.g. Kerala and Tamil Nadu). Associated with 
women literacy is also better participation of women 
in paid labour which recognisedly contributes to a 
reduction in birth rate (Table 4). A second 
important lesson thrown up by state-level 
performances is that initial push to literacy and 
demographic achievements is a necessary condition 
for economic improvement but it is not a sufficient 
condition (e.g. Kerala’s high social development 
accompanied by relatively lackluster economic 
development; Sen (1993); concerted efforts will 
have to be made to harness physical and material 
resources to improve overall investments, output 
and employment opportunities (Gopalan 1985). The 
- contrary is equally true that substantial economic 

improvement does not by itself ensure better social 
' indicators (e.g. Haryana’s high birth rate particularly 
in rural areas).2 A third and final lesson relates to 
the development in these respects in urban areas 
exhibit lower birth and death rates, higher literacy 
rates and higher per capita earnings as a result of 


the dominant urban-orientation of India’s economic 
and social development. While these obviously had 
their mutual influences, the phenomenon of small 
family size and the success of family planning 
programmes in some urban areas may as well be 
poverty-driven (e.g. West Bengal) (Bose 1994). It is 
also likely that labour-sensitive agriculture in some 
States like Punjab and Haryana is inducing 
households to maintain higher birth rates though 
reductions in crude death rates in these 2 bag 
have been significant. 


In demographic trends, the performance of the 
southern states is noteworthy (Tables 1 and 2). 
While Kerala’s low birth and death rates and 
population growth rate is widely known, the 
performance of Tamil Nadu, close to that of Kerala, 
has been equally commendable. Population growth 
in Tamil Nadu by 17.5 percent during the decade 
1971-82 and by 14.94 per cent during decade 
1981-91 was lower than or close to that of Kerala 
(19.24 percent and 14.06 per cent, respectively), 
though it must be recognised that Kerala had 
achieved remarkably low levels of both birth and 
death rates much earlier during the 1970s and 
1980s. As per the three year averages of birth and 
death rates revealed by the Sample Registration 
System (SRS), it is the most rapid decline in the 
crude birth rate (from 27.9 per 1,000 population 
during 1981-83 to 21 during 1990-93) as well as 
death rate (from 11.6 to 8.6 per 1,000 population) 
in respect of Tamil Nadu since the beginning of 
the 1980s that stands out (Table 1). 


The performance of Andhra Pradesh (with birth and 
death rates of 25.5 and 9.3, respectively) and 
Karnataka (27 and 8.5), while they are much better 
than the national average, have not generally been. 
as good as those of Punjab, Haryana, West 
Bengal, Maharashtra and Gujarat. Amongst them, 
again, there are some significant differences. After 
Kerala and Tamil Nadu, Maharashtra stands third 
and West Bengal fourth if both their birth (26.3 
and 26.6, respectively) and death rates (7.8 and 
8.3, respectively) are taken into account, but as 
shown in a sub;sequent paragraph, West Bengal’s 
rural birth rate remains high. Punjab and Haryana 
have attained reasonably low levels of crude death 
rates (8.2 and 8.6, respectively, during 1990-92) but 
their birth rates at 27.5 and 32.3 are higher than 
all the seven states of the southern and western 
regions cited above. 
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Pradesh, Madhya Pradesh, Rajasthan, Orissa and 
Assam, continue to experience high levels of crude 
birth and death rates (ranging from 30.4 to 35.7 
and 10 to 13, respectively) during the latest period. 
Amongst them, some of the states like Madhya 
Pradesh and Uttar Pradesh, despite experiencing 
the highest birth and death rates in India, have 
shown the least progress during the 1980s. 
Madhya Pradesh’s crude birth rate has only 
declined from 38.2 during 1981-83 to 35.7 during 
1990-92 and death rate from 15.4 to 13 and Uttar 
Pradesh’s birth rate fell from 38.9 to 35.8 and 
death rate from 15.7 to 12.1. 


A remarkable aspect of not only Kerala but also 
that of Tamil Nadu is the unduly narrow dispersion 
between their rural and urban areas in regard to 
crude birth and death rates (Table 1). During 
1990-92, Kerala’s birth rates in rural and urban 
areas were 18.4 and 18.7, respectively, while those 
of Tamil Nadu were 21.2 and 20.6, suggesting that 
there is a fair degree of continuum in these states 
in regard to socio-economic characteristics as 
between their rural and urban areas; this is also 
reflected in somewhat less rural-urban disparities 
insofar as their health and _ educational 
infrastructures are concerned. However, the states 
next in order of demographic development, namely; 
Maharashtra and West Bengal, exhibit considerable 
divergences as between their rural and urban 
performances. Considering the general impression of 
better rural development in West Bengal during the 
1980s, the disparity within West Bengal seems 
glaring with birth rates of 30 in rural areas and 
17.8 in urban areas and death rates of 8.9 and 
6.8 in the two areas, respectively. In Maharashtra, 
the birth rates were 28.2 in rural areas and 22.7 
in urban areas and death rates 8.9 and 5.7, 
respectively. To an extent, their metropolitan cities 
should be contributing to this disparity even though 
the differences in birth rates of rural and urban 
areas in West Bengal are too glaring to be 
explained by that phenomenon alone. 


A significant decline in the total fertility rate has 
occurred in Kerala and Tamil Nadu in particular 
(Table 2). Having said this, it must be recognised 
that Kerala’s performance in regard to low mortality 
combined with the persistence of a high incidence 
of morbidity (Soman and Panikar 1993) is probably 
reflective of what Gopalan (1985) hypothesised: 
“Economic development and removal of poverty are 
basic requisites for better nutrition: ‘social 
development’ and even female literacy can be no 
proxy for this” (p 164). Soman and Panikar report 
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that Kerala experienced the highest reported 
morbidity, both acute and chronic as late as in 
1987; morbidity was more acute amongst the poor 
households as compared with the rich (Table A). 
As it is recognised in literature (Soman and 
Panikar 1993), in situations such as that of Kerala, 
high morbidity could be the result of better 
consciousness of ailments and sickness amongst 
the populace. On the question of morbidity, Murray 
and Chen (1992) find large discrepancy between 
self-reported morbidity and observed morbidly on 
clinical examination. Field survey data apparently 
indicate that “self-reported acute morbidity in the 
United States is much higher than in rural Kerala, 
where in turn it is several times higher than the 
Indian national average for rural India. For each of 
the five chronic conditions, prevalence in the United 
States is much higher than in any Indian state” 
(Murray and Chen 1992: 484-85). Suggesting the 
possibility of as many as eight patterns of 
interactions between three components of change in 
health self-perceived morbidity, observed morbidity 
and mortality - Murray and Chen (1992) propose a 
multi-disciplinary approach to the analy: s of the 
complex and confusing patterns of change. 


Table A 
Morbidity Rates, Kerala vs India 


NSSO i874 KSSP 1987 

Acute Chronic Acute Chronic 

Kerala 71.21 83.68 206.39 138.02 
India 22.46 20.98 - - 


Source: Soman and Panikar (1993) 


Also, there is no gainsaying that while there has 
been a remarkable expansion in the infrastructure 
for health care delivery in Kerala, a wholesome 
and all round improvement in health required better 


and more equitable levels of living. 


Be that as it may, that demographic performance 
of the top and the bottom states is closely linked 
to their achievement or lack of it in literacy rates 
is self-evident. While Kerala, Tamil Nadu, 
Maharashtra and West Bengal enjoy amongst the 
major states the highest women literacy rates 
interestingly in the same order, the lowest literacy 
rates are also experienced by Rajasthan, Bihar, 
Uttar Pradesh, Madhya Pradesh and Assam, 
Punjab and Haryana fall mid-way in this respect 
(Table 3). 
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The social indicators cited above and also others 
indicated in tables 1 to 4 do not correspond to the 
broad indicators of economic development for the 
respective states. In respect of both per capita 
state domestic product (SDP) and people below the 
poverty line, Punjab and Haryana score over other 
states, or at the other end, Kerala and Tamil Nadu 
truly represent low levels of economic development 
(Table 5(a)). Interestingly, Kerala experiences the 
highest rate of unemployment in the country (Table 
4). Nevertheless, when we construct a rough 
physical quality of life index (PQLI) or a human 
development index (HDI) for the major Indian states 
based on ihe existing literature on the subject by 
combining social and economic indicators of 
development as depicted in Tables 5(a) and 5(b), 
we find that only Kerala retains its top position in 
these composite indices with the second position 
being usurped by Punjab, suggesting that the 
dominance of social indicators in respect of Kerala 
and that of economic development in Punjab has 
been overwhelming. A disquieting aspect has been 
the distinct decline in per capita expenditure across 
the states on education and medical and public 
health since the second half of the 1980s (tables 
6(a) and 6(b). 


Notes 


(1) In fact, it is not just literacy. As Padmini 
Swaminathan (1994) points out in her report 
of a seminar session. “The example of Sri 
Lanka is pertinent at this juncture. The 
abolition of child labour, compulsory 
attendance at school of children below 15, 
reservation of certain joos for women which 
dramatically increased employment of women, 
have had remarkable impact on the birth 
rates in Sri Lanka. The message is clear: 

_ allowing women space and scope for persona 
development has a more direct and lasting 
impact on reduction in birth rate than any 
technology driven coercive population control 
programmes”. 


(2) “But the results of economic growth are not 
always channelled toward such programmes. 
Many nations such as Saudi Arabia, Gabon, 
Brazil and South Africa have much worse 
records on education, health and welfare than 
do other countries (or state) that have much 
lower GNPs but more public oriented policy. 
Sri Lanka, China, Costa Rica and Kerala, 
among them. The crucial point is that poor 
countries need not wait to get rich before 
they can combat mortality and raise life 
expectancy” (Sen 1993). 
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Global Poverty & Unemployment 


ICFTU Report for the conference on 
“Trade Unions for jobs, Equality and Justice”. 


Copenhagen, March 1-3, 1995 


In 1995, about 30 percent of the world’s 2.4 billion workforce are not 
productively employed, including about 125 million unable to find any work 
at all. They and their families make up the vast bulk of the 1.1 billion poor 
of the world surviving on less than a dollar a day, including a 
disproportionate number of women. They have seen no improvement in 
their prospects in the recent past. 


Developing country per capita incomes are expected to rise by an average 
of 3.5 per cent in 1994-95. This could imply some reduction in poverty and 
under-employment, mainly in Asia. Unemployment in industrial countries 
stands at 8.6 per cent amounting to 35 million people. This is the highest 
level since the Great Depression of the 1930s. 


Of particular concern for trade unions is that even with a slow recovery, 
the numbers of people living in absolute poverty in developing countries will 
increase and unemployment in the industrialised countries will continue to 
rise. 


In Asia, while some countries have recorded high economic growth, deep 
poverty remains the fate of hundreds of millions of people in the shanty 
towns around the urban centres, and in the rural areas of the world’s most 
populous region. In South Asia, 59 percent of the population live on less 
than $ 1 a day. Of the more than one billion poor people in the world, 
about 800 million live in Asia. Some 500 million poor are considered to be 
in extreme absolute poverty. There is high employment in the urban 
informal sector in India 75 per cent of total manufacturing employment is 
informal, while in Pakistan the figure is 70 per cent. 
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Global Poverty & Unemployment 


ICFTU document for the conference on 
“Trade Unions for Jobs. Equality and Justice”. 


Copenhagen, March 1-3, 1995. 


Unemployment has very direct human costs, as shown by the correlation 
of plant cosures with high rates of alcoholism, violence and even suicide. 
Another consequence is the high incidence of poverty-related crime in areas 
affected by unemployment providing a further daily threat to other poor 
families living in the area. Women are more likely to be permanently 
trapped in poverty than men, partly because of labour market segregation 
and partly because of the wage and benefit discrimination they face in all 
jobs. This polarisation of society, combined with the inequalities between 
countries, creates the potential for social conflict and poses a threat to 
peaceful cooperation between countries and peoples in the future and to 
the durability of democratic political reforms. In addition, available statistics 
on for example, crime, drug abuse and epidemics like AIDS also indicate 
a trend of social disintegration in many countries including some of the 
richest in the World. 


Dire poverty in developing countries is causing increasing numbers of 
desperate people to migrate to the industrialised countries in search of 
employment, adding further pressure to an already difficult iabour market 
situation. In the United States and in the European Community, the inflow 
of migrants have reached record levels in recent years, with an estimated 
total of over three million entrants to the EC in 1992. Migrant workers are 
generally concentrated in the least-coveted jobs, with low pay. They 
frequently lack social security benefits and legal protection at work, turning 
them into a cheap labour pool for employers and undermining hard-won 
labour rights which often apply only to national workers. Migrant workers 
are also the target of racist discrimination and physical attacks. They suffer 
more from unemployment - in the Netherlands, for example, where 35 per 
cent of Turks and 42 per cent of Moroccans are unemployed, compared 
with seven per cent of ethnic Dutch. 
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Let us begin by trying to understand the term 
urban poor. One way of explaining it would be to 
say that we are talking about a sub-group in the 
society within a specific context - in this case, 
defined by the components that characterize a 
socio-economic space as urban. This sub- 
group_similar to its counterpart/s of the urban rich 
and the middle income group/s - has within it 
people from different castes, occupations and 
regions who remain located within the urban milieu 
by specific ranges of their economic mobility and 
social cohesiveness. In terms of economic 
positions, at one extreme there can be a group 
placed in a no or least income situation with sheer 
despair, and at another where possible mechanisms 
of coping with processes that tend to marginalize 
such groups are perennially being developed 
through a diverse set of responses to the labour 
market, various institutions as well as extensions of 
traditional and not so traditional support systems 
Between these two extremes are located various 
groups with different ranges of income and types 
of support and coping mechanisms within different 
size-classes and types of towns and cities in the 
country. 


Given this, let us glance through the broad 
contours of the country’s economic development 
pattern, so as to be able to set the context within 
which the issues related to the urban poor and 
poverty can be placed identified and discussed. 


British colonialism broadened the links of Indian 
economy with the outside. market. The colonial 
needs and institutions initiated processes of 
transformation in the traditional agrarian, industrial, 
as well as urban structures. Sections of the 
marginalized workforce from occupations within such 
and allied sectors continued to form labour pools 
while attempting to enter alternate sectors. 


The modern manufacturing sector too could not 
develop for a long time. Upto 1914, industrial 


growth in India was confined mainly to cotton, jute 
and ‘repair-type’ engineering works. The industries 
of this type drew their labour from the marginalized 
sectors in rural and semi-rural environs. Such 
labour mobility and concentration remained spatially 
localized in the earlier days, for, during 1911-20, a 
majority of the Bombay mill workforce came from 
the Ratnagiri and Konkan regions. However. by 
1921, their population had fallen in face of an 
increasing wave of migrant workforce from UP. In 
the eastern part, Calcutta too experienced a similar 
process, where the workforce for the jute mills, for 
almost more than an entire decade, came from 
within the districts of Bengal and subsequently from 
pockets in Bihar, Uttar Pradesh and Orissa. 


Increasing immigration and the consequent 
expansion of population within major cities over 
time generated urban problems, the governments 
response to which was no more than setting up 
some Sanitary Commissions. For the working class 
and marginal groups’ within such urban 
configurations, planning was limited to extending 
some water supply, sewerage and rudimentary 
housing, during the initial days of labour shortages 
in some specific areas. 


After independence, there were efforts towards 
commercializing agriculture and developing the small 
industries sector. This found reflection in the First 
Five Year Plan. By introducing components of 
commercialization in some areas of agriculture and 
supporting the small industries sector as well as 
the continued emphasis on heavy and basic 
industries at newly planned sites and nodes, the 
Second Plan further contributed to strengthening 
regional variations in industrial and urban growth. 


Till the late sixties, the plans continued to lay 
major emphasis on growth. Not lions regarding the 
capacity of the industrial sector to absorb surplus 
labour and of .growth waves trickling down to the 
poor, continued to be in vogue until challenged by 
the burgeoning literature of the sixties and mid- 
seventies. 


This led to interventions in the form of the ‘target 
group’ approach of which SFDA, MFAL, etc., are 
examples. 


The five year plans by now seem to have 
completed a full circle of shifts in emphasis. 
Directed towards initiating growth-oriented changes 
in agriculture and industry, plans for distribution 
shifted from ‘micro’ to ‘macro’ to ‘micro’ levels 
again. The thrusts kept changing from ‘community’ 
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to ‘area’ and ‘region’ to ‘specific groups’ and the 
various packages of development taken together 
were labelled as an integrated programme for the 
alleviation of rural poverty. 


ll 

Let us now situate the ‘urban’ counterpart of the 
scenario within this context. A location-specific 
urban spatial structure appeared as a major 
determinant of initial capital and labour mobility in 
post-independence India. Release of labour, affected 
partly by commercialization in agriculture and its 
flow towards mines, foundries, some industries and 
service-related activities, was a logical culmination 
of these related processes. Growth and sectoral 
diversifications within industry being quite limited, 
labour overflow from specific sectors continued to 
appear as a_ perpetual and intensifying 
phenomenon. Post-independence industrial policies 
related to public investment, import substitution, 
resource allocations, etc., while contributing to the 
growth of engineering and chemical units, did 
provide a basis for ancillaries to grow and thereby 
introduced some degree of diversification linked with 
particular industry types. 


This, coupled with support by public authorities, did 
give a boost to owner-entrepreneurship units mainly 
in the urban and semi-urban pockets, especially, 
from he mid-sixties onwards.? Growth of the service 
sector and also various subsidies helped the 
placement and the rise of this small-sector 
phenomenon within the growing context of capital- 
intensive activities and the related market structure.% 


Based on 1961 and 1981 data related to the 
workforce in manufacture, Vaidyanathan and Eapen 
record that the total employment in manufacturing 
rose much faster in urban than in rural areas, 
where industrial employment fell from 51 per cent 
in 1961 to 243 per cent in 1981. During the same 
period, employment in household industry in the 
countryside fell significantly (15 per cent) as against 
a 40 per cent increase in urban India, to account 
for 30 per cent of total employment in household 


industry by the end of 1981 for the country as a 
whole.‘ 


Inter - as well as intra-sectoral labour shifts 
appeared as part of a response to such changes 
with continuously increasing numbers-of unabsorbed 
fall-outs swelling the ranks of labour reserves. 
While a group among them intermittently moved in 
and out of factories, workshops, engineering and 
the narrow margins of ancillaries placed in the 


lanes and by-lanes of cities, others, in the absence 
of any choice, attempted to garner whatever 
possible from the last stretches of the economy. 


The pattern of space-specific capital investment and 
the consequent labour mobility led to the 
emergence of industrial-cum-metropolitan complexes, 
such as the Bombay-Ahmedabad industrial corridor; 
the Bombay-Thane-Pune belt; the Calcutta 
Durgapur-Ranchi complex; the Delhi-Agra-Kanpur- 
Lucknow zone; Madras, Hyderabad, Coimbatore, 
Bangalore regions, etc. Agro-based ‘urban’ pockets 
within the areas having potentials of 
commercializing agriculture and allied sectors too 
appeared as a response to linkages with elements 
of such processes. 


These tendencies culminated in so structuring the 
urban labour market as to consist of two sub-sets, 
viz.: (i) organized modern industrial labour and (ii) 
the other, appearing as subordinate to the former 
but covering a host of lower-range activities related 
to production, processing, repairs and services. Ail 
those involved in this congregate of activities, in 
one way or the other, form the broad spectrum of 
productive force within the urban milieu. 


It is within this broad framework that we can place 
the groups of urban poor, the context of urban 
poverty and their persistence over the years. The 
total spectrum of the urban poor can be said to 
extend from the groups of destitutes at one end to 
a labour force, though related to the ‘modern’ 
industria! structure but kept on marginal income and 
living standard, at the other. While we may place 
the emergence of such groups within a specific 
developmental perspective, it is equally important to 
try to understand their conditions in terms of rural- 
urban migration, mechanisms through which they 
generally cope with the odds of employment, the — 
nature of their struggles for survival, etc. Such an 
appraisal would help us understand the nature and 
problems of these segments of urban population in 
a more perceptive manner. 


The common perception is that the poor are lazy 
and not inclined to participate effectively in 
productive activities and consequently remain poor 
and marginalized. Such an understanding is quite 
untrue, for, in reality, many within such households, 
including women and children, participate or 
continuously seek opportunities to do so in activities 
that could give them some income. Results of a 
complete enumeration of the population living in the 
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slums of Surat city substantiate this fact.5 The 
Survey records that a wide range of economic 
activities in Surat draws a substantial part of its 
labour force from its slums. As against 34 per cent 
of the city population, 39 per cent of all slum 
dwellers are actually engaged in different jobs. 
Ninety per cent of which remain out of wage 
employment. However, considering the prevailing low 
female participation rate of wage-earning activities, 
it can be said that about 18 per cent of the 
population remain unemployed at any given point of 
time. A contingent of young males, with a section 
among them being school drop-outs. also 
constitutes part of the workforce. The fact that 13 
per cent of the total workforce is below 18 years 
of age indicates that attempts to enter the job 
market start very early in one’s life and, within 
specific sectors, teenage individuals form a 
substantial part of the labour force. 


Secondary Occupations not Reported 


The data related to household members working in 
subsidiary occupations however, indicate low 
participation in jobs. In this context one must take 
into consideration the usual practice of people not 
reporting their secondary occupations generally and 
also the fact of the unavailability of such jobs. 
Detailed case-studies of more than 200 workers 
from a cross-section of people pursuing various 
occupations, however, give a different impression. 
Many of them reported about opting as well as 
looking for another job and also about members of 
the family being engaged in some work or other 
related to the main or subsidiary activities such as 
running a petty shop, preparing the chana-danas 
for sale, helping others in jari-making, rag-picking 
and sorting, saree-cutting, bobbin-filling, etc. It is 
possible that in their perception much of these 
activities are part of their ‘domestic work’. Family- 
labour inputs in different activities, that go a long 
way towards the organization of especially self- 
employed and put-out contract jobs, are often 
overlooked. The poor thus continuously make 
efforts to seek jobs of various kinds. to eke out a 
survival and to increase their earnings through 
various means. 


The sight of labourers sitting at various points in 
the cities further corroborates this observation. Such 
market points in many cities have a pool of 
labourers, responding to a variety of jobs that 
urban activities might throw up on a day-to-day 
basis. With the growth of population and activities 
in the cities, the number of such points, known 
variously as addas, bazars, chaklas, tend to 


increase. Many of these areas have been in 
existence for long, with many households depending 
on them for generations. Migrant groups from. 
different regions - especially from within the state 
-enter these markets periodically and go back to 
their villages, though not often on a regular basis. 


In practically every city (the phenomenon was: 
methodically observed in Ahmedabad, Hyderabad 
and Madras), such points congregate labourers 
looking for almost any kind of work. From seven in 
the morning they start coming and squatting at 
these points and wait for opportunities to come 
their way. Petty contractors, jobbers and individuals 
come here and pick up workers on the basis of 
negotiated fixed wages. These people also work for 
anybody needing repairs, house-cleaning, 
whitewashing, plumbing, loading-unloading, digging, 
earth-works, carpentry, etc.© Over time many of 
them make efforts to acquire different skills, to 
secure higher remuneration than other manual jobs. 
Most wait at these points upto ten in the morning 
and then large proportion of them are found to be 
living almost as destitutes without a roof over their 
heads. Sleeping on the pavements, public gardens, 
in and around bus and railway stations, they are 
often beaten up and humiliated by the police and 
seem to be continuously moving from one area of 
the city to another. However, a_ significant 
proportion of such adda labourers are regular 
squatters at specific points and have been living in 
city slums with their families for quite some time. 
They are a more settled lot with most members of 
their families, including children and womenfolk, 
continuously trying to earn whatever they can by 
picking up different jobs. 


Fragile Rural Economy and Migration 


A large proportion of these poorer groups belongs 
to the lower castes, Scheduled Castes and 
Scheduled Tribes. A little more than 42 per cent 
slum households in Surat city belong to various 
tribal, Scheduled and low caste groups and 18 per 
cent of the population are Muslims. About 80 per 
cent of all slum households in Surat reported as 
migrants with 98 per cent among them having 
come from rural area. The migration is from 
specific regions. Most have came from the 
neighbouring Maharashtra, followed by Uttar 
Pradesh, Gujarat, Orissa, Andhra Pradesh, Madhya 
Pradesh and Rajasthan, in that order. They are 
from specific pockets within these states. From 
within Gujarat the migrants are from Surat, Valsad 
and Bharuch districts, followed by Bhavnagar and 
Mahesana. The Maharashtrian migrants are mainly 
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from the Khandesh region which includes the 
districts of Dhule, Jalgaon and Nasik. The largest 
proportion of Oriya workers (as high as 96 per 
cent) is from Ganjam district - mostly Aska, 
Bhanjanagar and Kodala blocks - followed by Puri 
and Baleshwzr districts. Varanasi, Jaunpur, 
Pratapgarh and Sultanpur are the districts in U. P. 
from where a significant proportion of migrants has 
come. From Andhra Pradesh the migrants to Surat 
are mainly from Warangal, Nalgonda and 
Karimnagei districts. It is pertinent to note here 
that irrespective of the state concerned most of 
these districts are low density pockets in the 
country and are characterized by lower literacy 
rates. Their overall economic development too is 
much lower than the all-India average. 411 such 
districts of Orissa, Maharashtra and Uttar Pradesh 
are at the lower side of the average economic 
index of development, with the exception of 
Nalgonda in Andhra and Tirunelvelli in Tamil Nadu 
which are a little better placed than the other 
districts. Such migration patterns negate the 
proposition that propensity to migrate decreases 
with increasing distance. What seems to work here 
is the information base provided by friends, 
relatives and peers and perceptions of a higher 
probability of getting a job in the city. 
Congregations of people coming from the same 
region within specific pockets have come to 
dominate certain specific job areas in terms of their 
numbers. As high as 70 per cent of the-Oriya 
workers are engaged in the textile sector mainly in 
weaving. The Khandesites are mainly engaged in 
such job as carting, loading-unloading, unspecified 
casual jobs and wage labour in construction and 
allied activities. People from Uttar Pradesh are 
mostly found in various kinds of self-employed and 
dyeing-processing jobs in the textile sector. 


The fact that one can find particular slums 
inhabited almost exclusively by people from 
particular states suggest a mechanism by which the 
poor aim to develop defences against a possible 
hostile urban environment by creating similar 
Structures to those they leave behind in the 
villages. This ensures that peer groups and kins 
live together, share each other's burdens and 
problems, making it easy to keep regular contact 
with their.families back home, send money to them, 
depend on known people for loans at times of 
crisis and support new arrivals till they can secure 
a job. Such a process reduces the total costs of 
migration for an individual as well as the household 
and subsequently emerges as a mechanism helping 
the flow of migration into the city from one or two 
specific regions/pockets in the country. 


The economic condition of a household is often a 
major determinant of such migrations. Most have 
migrated owing to such factors as negligible income 
from agriculture, unproductivity and/or lack of 
cultivable land, indebtedness as well as 
landlessness. The main attraction has been the 
expectation of being absorbed in petty trading or 
finding a job in factory/industry or in the self- 
employed sectors of sale, petty production, 
processing, repairs and services. In fact many 
migrants spoke of their having had advance 
knowledge of possible prospects of some kind of 
entry into the job market prior to their departure 
from the village. A significant feature of such 
migration is that in most cases decisions have 
been taken by the family rather than individuals. In 
other words such decisions are impelled by the 
urge to improve the general economic conditions of 
the family, by deploying a part of the family labour 
in sectors other than agriculture. This is why in 
most cases the entire family does not migrate. 
This is especially evident among migrants from 
Orissa, Andhra and Uttar Pradesh, who are mainly 
male. Over time many among them manage to 
settle in the city, acquire some space to live in 
and bring their immediate family to the city. This 
however does not break the ties between rural 
households and their extensions in the form of 
nuclear families in the city. This means that a 
large proportion of migration from rural to urban 
areas is essentially a response to overcome the 
marginal or al most no-income situations of peasant 
households. 


A Wide Array of Jobs 


Contrary to the popular belief that they are 
engaged in only a few kinds of jobs , the poor in 
the cities are to be found in diverse occupations. 
We have categorized 473 specific kinds of jobs 
that we could identify during our survey into 11 
broad groups, viz., (1) white collar; (2) blue collar; _ 
(3) self-employed (higher level occupations; (4) self- 
employed (lower level occupations sales, (5) self 
employed(lower level - production; (6) self employed 
(lower level processing; (7) self employed (lower 
level repairs; (8) self-employed (lower level services; 
(9) jobs related to the textile sector: (10) agriculture 
and allied activities; (11) occupations related to 
construction, and (12) other jobs.’? The fact that 
more than 50 per cent of these categories al e 
within different types of self-employed occupations 
is evidence of the efforts mad e by these groups 
to identify-jobs and respond to these. 


Though migrant groups from 


particular regions can 
be broadly “ 


identified as working in particular sectors 
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of the urban economy, many of them also work in 
various kinds of other jobs. While one group 
seems to depend on the factory sector as 
labourers, another large group carves out a space 
for itself in the more marginal sectors of the urban 
economy. These are mainly the self-employed 
groups who tend to shift between various activities 
or remain associated with such jobs as petty shop- 
keeping throughout the year. The proportion of 
people with white collar jobs, such as clerks, 
school teachers, peons or blue collar jobs such as 
drivers, mechanics and garage technicians, is much 
lower than that of factory workers. It is not 
uncommon to find individuals in the self-employed 
group, especially in such activities as selling 
vegetables or chana-dana, changing their jobs from 
time to time. This is an expression of the way in 
which they respond to the market. For example, a 
person running a lorry, selling omelettes, would take 
up selling roasted maize during appropriate 
seasons, to get back again to his earlier job later. 
Such changes are also common among fruit 
sellers, waste-dealers, lemon-drink sellers, hawkers 
who sell items of domestic use on an instalment 
basis, sellers of balloons and toys at prominent 
points or fairs in the city and the like. Such 
groups in fact continue to cope with their poverty 
by being engaged in whatever kind of job they can 
manage to find. 


Surat Survey Findings 


Figures that emerge from our survey of Surat 
slums indicate that about three per cent of the 
heads of households are engaged in some white 
collar job such as office clerk, nurse, instructor, 
supervisor, manager in workshops, insurance agent, 
teacher, policeman, etc. About 14 per cent are blue 
collar workers (mechanic, foreman, macadam, 
worker in shops, cleaner, gate keeper, bus-driver, 
etc.) The proportion of self-employed groups is 
substantially high with 40 percent of heads of 
households. They are engaged in occupations 
related to sales, production, processing, repairs and 
services. Thirtyone per cent depend on textile- 
related jobs (dyeing, processing, printing, machine- 
master, twisting operators, winding, etc.). There are 
certain pockets where a substantial number of 
heads of households depend mainly on activities 
related to this sector alone. 


An analysis of more than 100 case studies of 
individuals belonging to different regions in the 
country, who have sealed in the slums of Surat, 
indicates that most of those whe have succeeded 
in entering the labour market - especially in its 


‘informal’ sector - have had to move from various 
stages of ‘un’ and ‘under’-employment prior to their 
entry into the self-employed sector/s. Many who 
have taken up different factory jobs were found to — 
have earlier acquaintance or relatives in the city. A 
large proportion among the cases examined was 
found to be shutting between petty and marginal 
self-employed occupations. Their occupational 
mobility thus seems to have remained essentially 
horizontal in nature. 


Large proportions of such people trying to acquire 
some income from various jobs, often owe money 
to friends, peers, petty shopkeepers, moneylenders 
and employers. Their lack of access to institutional 
credit often makes them more vulnerable in the 
informal credit market and many remain 
continuously entrapped in the vicious circle of 
securing credit and attempting to earn and retain 
the job. The unemployed or destitute groups cannot 
even raise money from such sources, for 
moneylenders do not lend them money. Some 
among them are taken care of by their kith and 
kin for sometime, while the others have more 
difficult times. 


The life-style of the urban poor depends mainly on 
the income and the system support around them. 
In many cases the household income varies from 
one period of the year to another. This compels 
most such groups to curtail their expenditure on 
different items of consumption. Most often they 
have to make do with the bare minimum of 
possessions, and even their extent and distribution 
varies between the relatively better - and worse-off 
sections among them. Our data show that 15 per 
cent of the households have some kind of 
cupboards or open shelves, 19 per cent have 
tables, 38 per cent chairs and one per cent gas- 
stoves and another one per cent mopeds. Among 
the items most commonly found in these 
householdsware primus stoves. The fact that about 
five per cent of the households have lorries (two 
and four wheel hand-carts) is evidence of their 
being engaged in the sale as well as transportation 
of various items. High ownership of cycles (48 per 
cent of households) indicates attempts to 
economize on transport and save time, especially 
because of rather poor frequencies ‘and conditions 
of public buses in the city and their high charges. 


Household Expenditure Patterns 


Though we do not have any exhaustive data on 
household expenditure patterns and budgets, from 
the case studies it appears that about 60-65 per 
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cent of their income goes towards food, cigarettes, 
etc.; about 20-25 per cent towards housing, 15-20 
per cent as savings to be sent back home and 
the rest towards miscellaneous expenditure, 
including clothings, medicines, etc. The poorest and 
near-destitutes among them often spend more then 
80 per cent of their income towards food and 
possess very few items. In order to make do with 
whatever money available, most houselhols 
purchase cheaper varities of vegetables, which are 


often not fresh, and live more on potatoes and 


rice. Though food habits vary a great deal among 
the people from different regions, they all try to 
economize as much as possible. 


Organized efforts to live and eat together were 
seen in Surat, especially amongst the Oriya textile 
workers. Such ‘communes’ are operated by one or 
two individuals, who have lived in the city for long 
and have acquired some space in these slums. 
They put up huts with berth-like platforms for the 
male workers to sleep. They also bring cooks from 
their own regions and feed these workers living in 
the huts owned by them. Such joints help them to 
lodge and board at the same place where, at 


times of crisis, they can still continue to live and - 


eat on credit. Tney also try to locate themselves 
near their work-places or areas where potentials of 
getting day-to-day contract jobs are high. This helps 
them to economize on travel and also to remain in 
touch with information about casual jobs. Our data 
substantiates this observation. About 75 per cent of 
the workers from slum households do not go 
beyond three kms.for work. However, such patterns 
differ, depending on the character of the economy 
and the geographic spread of the city. 


Despite several opinions and impressions that try to 
reinforce the popular belief that the very poor 
sections among these groups are lazy, uninterested 
in work or in efforts for their own betterment, we 
found in our-cross-sectional survey of various cities, 
that most of them wanted and looked frantically for 
work. In fact they accept any job that they can 
get. For them, it is often a question of survival 
rather than a job of their choice. Exceptionally low 
wages in one sector often compel many to be 
engaged simultaneously in more than one activity 
to supplement their income. Most of them can 
never even get such an opportunity. 


Not very surprisingly, it was found that many 
among these ‘footloose’ workers generally tried to 
Save part of the money earned during one day’s 
work for expenses on days when they might not 


be able to get any work. They reduced expenditure 
on food, saved money by walking long distances or 
travelling without ticket in public buses, and even 
carefully planned the number of meals that they 
could afford. Some even lent money to friends and 
acquaintances for a meal or two, brought food for 
them from marriage parties where they worked, 
carrying lights or playing in the band. 
Understandably, because of inadequate food, many 
of these labourers are malnourished and suffer 
from various ailments. Their living conditions are 
conducive to such diseases as tuberculosis, 
pneumonia, typhoid, malaria, ulcers, etc. Because 
of lack of money, most of them are compelled to 
ignore their illness or visit government hospitals 
where the treatment provided is often inappropriate 
or inadequate. 


Many of them have no choice but to sleep on 
pavements, landings of staircases in public 
buildings, parks, gardens, in the vicinity of protected 
historical monuments, overbridges at railway stations 
or very sub-standard dwellings within the slums. 


Victims of Occupational Diseases 


Apart from various illness caused by unhygienic 
conditions, poor quality of drainage, unprotected 
water supply, etc., these urban poor are also 
victims of occupational diseases. Those working in 
textile and diamond polishing units in Surat are 
often afflicted with throat and chest diseases. Many 
live with such ailments throughout their lives, for 
they can find no alternative jobs nor meet the high 
medical expenses. Since the food consumed by 
them is low in nutritional content, the overall health 
of both children and adults is poor. The diseases 
commonly prevalent in the Surat slums are malaria, 
tuberculosis, jaundice, respiratory problems and 
typhoid. The death rate among children below five 
years of age is very high, as high as 10 per cent 
of the reported deaths in Surat slums during 1990- 
92. A large number of these people depend for 
medicines and treatment on men considered by 
modern-day medical practitioners as dangerous, 
because they are less expensive and hence 
affordable. 


Even the households living in slums, who are 
much better off than the pavement dwellers, 
continue to survive under deplorable conditions of 
minimum civic amenities, including highly inadequate 
supply of potable water, serious lack of drainage, 
overcrowded huts, lack of facilities of solid waste 
disposal, and of separate spaces for bathing and 
latrine facilities, etc; 
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The slum households were found to depend most 
on public taps with handpumps in some areas. 
One cannot be but struck by the way most 
households avail of every possible source of water. 
They often use drinking water for washing clothes, 
bathing and cleaning utensils, depending on the 
availability or otherwise of other sources of water 
such as canals, streams or nearby rivers. They 
seem to make great efforts to keep themselves 
clean. In households without even a makeshift 
structure for their womenfolk to bathe, about 16 
per cent are compelled to bathe outside in the 
open while the rest use the cooking corner for 
the purpose. In some slums, in front of the 
dwelling place, a pit about two feet deep is used 
for collecting waste water, which is subsequently 
thrown outside. This is evidence of a conscious 
effort by these households to drain out the used 
water. In most dwellings, drinking water is kept 
separately and covered. Figures related to the 
distribution of households by types of spaces used 
for defecation show that about 19 per cent depend 
on public latrines, 64 per cent on open spaces, 
seven per cent on roadsides or railway tracks, 
another seven pi. cent on canal/river banks and 
the rest use their work places, spaces adjacent to 
factory walls or even nearby housing colonies on 
fixed payments. 


About 35 per cent of households in Surat slums 
are tenants paying rent and the rest own their 
huts. Seventy-two per cent of the households in 
these localities live in kachcha, 28 per cent in 
semi-pucca and the rest in make-shift structures. 
Materials used for the.walls and roofs include 
cement plasters, wooden planks, bamboo, clay, jute 
separators, tin sheets and stick-mats. Based on the 
materials used, the walls present a variety of types 
that range from simple partitions to fairly strong 
dividers. Thirty per cent of the dwelling walls in the 
city slums have brick-cement plastering followed by 
a combination of bricks and bamboo, tin-sheets 
with jute cloth partition and a combination of 
bamboo and tin sheets, in that order. Among 
roofing materials tin and asbestos sheets as well 
as palm or palm-like leaves are most common. 
Other materials used are large bamboo mats, tiles, 
plastic sheets and jute cloth. 


The urban poor living in the slums know rather 
well how to cope with day-to-day crisis situations. 
For example, with a limited number of working 
water taps and limited hours of supply, every 
household needs to secure the minimum amount of 
water needed. This demands a regulation of its 


distribution, which has been evolved and unwritten 
norms developed for the purpose. Mechanisms exist 
for solving conflicts as well as for diffusing crisis . 
situations. Specified spaces are used as toilets by 
women only, with most of them using such areas 
in the early morning hours or at night, because of 
the lack of privacy. They often visit such areas in 
groups, rather than alone, for reasons of security. 


IV 


It might be appropriate at this juncture to identify 
certain issues and questions that arise from the 
foregoing-description of the urban poor based 
mainly on data drawn from our survey of Surat 
slums. This would help us identify issues relevant 
to slum dwellers in other urban areas and 
understand urban poverty and related matters in a 
more comprehensive manner. 


(i) A pertinent question in this context can be, 
whether or not all slum dwellers in a city can 
be classified as urban poor, especially 
because there exist notable variations in their 
income levels. One way of looking at this 
question could be to adopt the definition of 
‘poverty line’ and thus work out one’s 
categories. Another way to look at the same 
would be to label the poverty line measure 
as reductionist, for the concept revolves on a 
monetary measurement and does not go 
beyond giving a partial and often erroneous 
view of the basic features of poverty. In other 
words, it tends be handy for planners and 
policy-makers but how far it is relevant at the 
analytical level is a question that is important 
in any discussion on urban poverty. 


This would also raise other related questions, such 
as whether poverty is a matter of quantitative or 
qualitative understanding, or whether, even within 
the quantitative parameter, should it not be 
understood within the social and spatial context that 
limits peoples’ mobility within a city labour market 
and the opportunity-structure available to them. We 
found in our survey that even while some 
individuals were able to earn an otherwise higher 
income by exploiting certain situations coming their 
way, the possibility of having a secure and 
sustainable income did not arise; their life-style in 
real terms did not improve; their access to 
amenities did not increase: and their households 
did not necessarily secure opportunities through 
which at least some of the members could acquire 
high-cost skills.° Despite higher income they were 
found to be vulnerable on many counts. Should we 
then say that while slum dwellers are not a 
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homogeneous congregation of a city’s poor, they 
can certainly be identified as the urban poor, for 
their incomes are generally low and often insecure 
and fluctuating, with limited income opportunities 
determined by the ongoing developmental processes 
within the country? 


For any study on slum dwellers it would, therefore, 
be useful to address the question of the context of 
their poverty; the many dimensions of deprivation 
that most among them experience while making 
attempts to enter the city labour market; their 
housing conditions and the health, social and 
physical status of women and children in such 
households; levels of their education, material and 
non-material resource bases, political consciousness; 
their access to the bureaucracy and facilities 
related to various services and institutions; and 
their bargaining capacity. 


Paradox of Jobs and Poverty 


(ii) Our data also suggest that people living in 
these settlements are engaged in a variety of 
jobs. To some extent it implies that 
employment is available in various sectors. Is 
it not paradoxical then for a wide range of 
jobs and poverty to exist simultaneously? This 
would require an exploration of the nature of 
such employment and the returns from them; 
the mobility of workers from one kind of job 
to another; the extent of employment; the 
wages received and the __ institutions 
and.mechanisms that sustain them within the 
realms of the limited absorbing capacity of 

city labour markets. 
(iii) The fact that a substantial proportion of the 
population within the slum pockets in the city 
belongs to lower castes and tribal groups, 
indicates a correspondence between poverty 
and groups placed in the lower strata of the 
social hierarchy. This is not to say that slums 
do not have a component of middle and 
upper caste groups. It, however, raises 
questions about why a larger number of 
lower caste and tribal groups is found in the 
marginal sections of an urban economy? 
Does this section have a higher propensity to 
migrate from rural areas because of growing 
poverty? Are such migrations individual or 
household decisions, as an extension of the 
mechanism of a rural household of coping 
with problems of survival especially in the 
context of a changing economy? 


(iv) Given the wide range of types of jobs that 
vectle within such pockets are found to be 
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(v) 


(vi) 


engaged in, how is it that over time migrants 
from specific regions tend to opt for jobs in 
specific sectors or categories of occupations? 
Is it their earlier specialization that helps 
them to enter specific sectors or do most of 
those coming from the same regions 
generally tend to follow their friends, kith and 
kin, while seeking entry into specific types of 
jobs? If they follow their friends and 
acquaintances, what is their rationale for 
doing so? Or is it that particular types of 
information get channelized through workers in 
specific sectors in such a way as to form a 
broad pattern that suits the migrants and the 
employers alike. Understanding of these 
processes is important to be able to gauge 
the character of migration from within specific 
pockets of particular states or regions-its links 
with the destinations and the sustainability of 
such movements. In concrete terms this 
would mean identifying the social geographic 
and economic characters of the labour force 
and whether or not such factors really 
determine their options. 


such Spatial Concentration? 


Given the distance of the points of origin of 
a large number of migrants from regions that 
do not have any socio-cultural similarities with 
the destination points, what are the factors 
that sustain such links? What are the 
reasons for a kind of ghettoization of people 
coming from specific states and whether or 
not such spatial concentration of specific 
groups help them in cutting down migration 
costs and in the sustenance of an individual 
or a household in the city? And what about 
the proposition that suggests the propensity of 
migration to decrease with increasing 
distance? Surely it is not true for the 
migrants who have come to Surat from 
particular districts in Uttar Pradesh, 
Maharashtra, Orissa, Andhra Pradesh and 
Tamilnadu. 


Since there exist various social as well as 
income groups among slum dwellers and 
poorer groups in a city, what would be the 
ways by which we could identify similarities 
and differences among them. For example, 
could we ascertain as to whether there are 
certain qualitative differences between the lot 
of near-destitutes-the pavement dwellers, the 
children working on the streets, the more or 
less settled migrants - and the periodic or 
circulatory migrants. Such an understanding 
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and analysis would help us draw the limits of 
our generalizations about the organization and 
behavior of specific groups of poor in the 
cities and this work out correspondingly 
specific programmes and policies for them. 


What further appears from our data is that 
the gainful participation in employment by 
women is significantly lower than that of men. 
Evidently there are specific kinds of jobs 
taken up by them, such as domestic work, 
etc., in households other than their own, and 
different home-based piece-rate wage work 
with lower rates (If payment. Such home- 
based work include bobbin filling, beedi 
making, incense-stick making, jari making, 
embroidery by hand, papad rolling, grain 
cleaning, etc. Given such patterns can we 
say that there are different sets of norms for 
specific activities which women slum, dwellers 
pursue? How is the gender factor related to 
types of work, their organization and labour 
recruitment? 


(vii) 


(viii) The very fact that clusters of dwellings, which 
get labelled as ‘slums’, are structures that are 
made of cheaper materials on plots of a 
variety of status, suggests the existence of 
constraints in the accessibility of the poor to 
a market dealing with better materials and 
clearer land status. Even among the slums 
one thus finds variations in the types of 
dwellings depending on several factors. 
Certain slums are more vulnerable to 
evictions than others. Inhabitants in areas 
paying water taxes, with legitimate electricity 
connections and enjoying political patronage 
fear less about such evictions. It is generally 
such pockets within which people seem to 
have higher interest in the renewal and 
environmental management of their localities. 
Slum pockets near industrial belts tend to 
have a higher proportion of rent-paying 
households than dwelling-ownership 
households. In Surat, it is in the northeastern 
‘part that there are a large number of 
industry-related slums, mainly in the railway 
station, Udhna, Limbayat and Dumbhal areas. 
Slums in these areas have a larger 
proportion of rent-paying households than the 
pockets in the western half. Such selectivity 
in types of localities suggests the existence 
of different reasons among urban poor 
households for the choice of locations of 
residence. The world-view of the different 
groups may be different and hence every 
intervention for improving their environment, 
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whether by voluntary or government agencies, 
would call for ascertainment as well as 
appreciation of such diversities. It would also 
require an understanding of the variations in 
peoples’ perceptions of their problems. 


One should not forget the capability of these 
groups to cope with scarce resources and a 
competitive market situation. The issue here is as 
to how to work out modes of augmenting their 
potential of managing and coping with situations of 
lower access to resources and degraded 
environmental conditions. 


Towards Participatory Development 


(ix) In addition to the above issues, it would be 
useful to understand the attitude of the urban 
local bodies to slums and slum dwellers, and 
as to how such bodies relate to these groups 
within the context of working out policies and 
programmes for them. Understanding the 
attitudes of slum dwellers towards such 
agencies is also equally important, for. only 
through a careful articulation of such 
interrelationships and negotiations, it might be 
possible to evolve mechanisms for 
participatory development and mutually 
acceptable arrangements in areas of 
conflicting interests. 


Needless to say that the above issues, as well as 
the elements subsumed under them, are not 
mutually exclusive. Interlinked, they form the very 
basis of an understanding of the conditions of the 
urban poor in India. Before intervening through 
programmes or policy measures for the urban poor, 
what is needed is to increase our understanding 
about the following: (I) mechanisms through which 
the urban poor cope with the odds of employment 
and degraded living conditions; (2) the nature of 
their struggle for survival that manifests through the 
frequency and character of labour mobility between 
different sectors and occupations; (3) the degree 
and logistics of household labour-utilization; (4) 
women’s access to and participation in the urban 
labour market; (5) resource-sharing and mechanisms 
of crises-diffusion at locality or community levels; 
(6) their attitudes towards political authority, the 
state and the civic bodies; (7) attitudes of larger 
as well as local planning bodies towards them; (8) 
limits and scope of NGOs working among specific 
target groups; (9) life-styles, belief-systems and 
attitudes of the urban poor; and (10) conditions of 
health and levels of nutrition among them. Such 
understanding about the poor and poverty in the 
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urban context would not only enrich our knowledge 
about them, but also-help in devising alternative 
policies and specific programmes for different 
groups among them. 
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Scale Industries in India’, Economic and 
Political Weekly, 20 (42), and Vaidyanathan, 
A. and Eapen, M. (1984), Structure of 
Employment in Indian Industries, Working 
Paper No.199, Trivandrum C.D.S. 


3. The growth of small-scale industries and firms 
have continued to receive specia: attention 
ever since the Mahalanobis-approach, which 
while emphasizing heavy _ industries 


demarcated a transitory phase within which . 


small-scale and household indusivies were to 
play an important role in creating as much 
employment as possible and subsequently 
also releasing capital for the heavy sector. 


4. Vaidyanathan, A. and Eapen, IM. (1984), Op. 
cit. 


5. The 1991-92 survey carried out by us in 
Surat shows that the total s'um population in 
the city is 4.34 lakh. This means that 29 per 
cent of the city populatio” (1991 census) 
lives in its slums. This eritire population is 
distributed in 93.9 thousand households with 
an average of 4.7 persons per unit. For 
details see, Das, Biswaroos, Socio-Economic 
Study of Slums in Surat City, Centre for 
Social Studies, Surat, 1994. 


6. Labourers at these points attend to a variety 
of jobs, which include mistries; masons; 
carpenters; white-washers; house-painters; 
window-glass and frame fitters; repairers of 
taps, window latches, doors, etc.; plumbers, 
repairers/cleaners of drains and choked pipes; 
earth workers, dung-loaders, loaders of grains 
construction material ano other heavy items: 
pandal builders; garden cieaners, etc. Even 
women labourers are fond at these points. 
They often come in sme!! groups with family 
members or relatives. According to an 
estimate, women labourers constitute about 10 
to 15 per cent of the total labour force at 
these major bazars. Fur more details on the 
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process of such groups joining the urban 
labour market and their positions, see Das, 
Biswaroop (1990), Migrant Labour in Urban 
Areas, Surat: Centre for Social Studies, and 
Punalekar, S.R and Patel, Arjun (1990), 
Survival and Struggles of Female Casual 
Labourers in Gujarat, Surat Centre for Social 
Studies. 

The range of jobs under various occupational 
categories are for example : 


(a) white collar-cashier, draughtsman, nurse, 

: postmaster, government lawyer, school 
teacher, sales representative, insurance 
broker, telephone operator, laboratory 
assistant, supervisors in mills, etc. 


(b) blue collar-cinema doorkeeper, driver, 
fireman, faras, petty technicians in mills 
and factories, railway cleaners, bus 
drivers, truck labourers, security guards 
in government and semi-government 
agencies, pump operators in the SMC, 
helpers and mechanics in S.T. depots 
etc. 


(c) self-employed (higher level occupation) 
Labour and_ building contractors, 
practicing architects, doctors, lawyers, 
sharafs, nursery-school owners, etc.; 


(d) self-employe,d (lower level occupation- 
sales)-manure seller, bangle, etc., 
sellers, liquor sellers, balloon-walahs, 
old-book sellers, kerosene sellers, cattle 
sellers, etc.; 


(e) self-employed (lower level occupation- 
production) pickle makers, book-binders, 
hand-cart makers, papad makers, polish 
makers, cap makers, toy makers, 
furniture makers, etc.; 


(f) self-employed (lower level occupation- 
processing) saree cutting, leather and 
leather-goods polishing, jari guilding, 
yarn twisting, etc.; 


(9) self-employed (lower level occupation- 
repairs) Bag/suitcase repair, umbrella 
repair, primus/stove repair, electric items 
repair, scooter/auto repair, drum repair, 
sewing machine repair, etc.: 


(h) self-employed (lower level occupation-- 
services) ayah, attendants, domestic 
servants, barbers. plumbers, cooks and 
bearers in wayside hotels/restaurants, 
welders, tutors, washermen, tiffin 
suppliers and carriers, etc.: 
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jobs related to textiles-yarn twisting, 
loom operators, machine masters, 
designers, weavers, etc. 


agriculture and allied-livestock rearing, 
agricultural labourers, poultry raising, 
vegetable growers, fruit growers, etc.; 


jobs in the construction sector-helpers, 
carpenters, plumbers, etc., in building 
construction, fitters of water pipes, 
laying of gutterlines, tar-road making, 
tiles polishing, earth-workers for road 
construction and laying of railway 
sleepers, etc. and 


other occupation-begging, bhawai 
dancers, band _ players, fortune- 
tellers, pandits, pickpockets, puppeteers, 
etc. 


materials used in walls, roofs and the 


structure are simply not any random item that 
these people get hold of These are specific 
building materials and can be bought and 
sold. There are people who deal in such 
materials and also workers specializing in the 
construction of such dwellings. 


In our data we found 3.4 per cent of slum 
households in Surat earning more than Rs. 
5,000/- per month. Observed closely it was 
seen that 93 per cent of these households 
belonged to four slum pockets inhabited 
mainly by Oriya males, who lived together 
and worked in textile units as weavers, in the 
dyeing units and its other allied areas. Such 
an amount as income for the household - as 
an aggregate can be misleading, for individual 
earnings are much less, are owned 
individually and utilized in ways and means 
that vary from one person to another. 
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pT 
Transfer of Resources 
from Rural Areas 


Poverty and Underemployment 
Yojana, July 16 - 31, 1988 


One of the most proximate cause of rural poverty 
in India is the transfer of resources from the rural 
areas. There are many mechanisms for the transfer 
of such resources. There are three main ways of 
transfer of rural resources, viz., through the transfer 
of rural savings, though unfavourable terms of trade 
against agriculture and through the taxation Of 
agriculture sector. By means of all these 
mechanisms, a good bit of our rural resources is 
transferred away from the rural sector, and as a 
consequence, the rural sector gets pauperised. 


In the present chapter, we propose to analyse 
some Of the mechanisms of transfer of our rural 
resources. Section One of our discussion tries to 
show that our rural saving is not so low as is 
often contemplated to be. But the savings are all 
transferred to the urban sector by means Of 
financial institutions and intermediaries. Section Two 
of this chapter argues that unfavourable terms of 
trade against the agricultural sector has been one 
of the very important factors for the generation and 
aggravation of rural poverty of India. 


It is also one of the familiar ways of transferring 
away rural resources from the rural areas. Section 
Three of this chapter argues that agricultural 
taxation in a country like India is not lower relative 
to non-agricultural taxation, and that it is often a 
means of transferring away rural resources to 
urban areas. 

Another way of transfer of rural resources (both 
human capital as well as cash) is the skill drain 
from the rural areas. This is analysed in the next 
Chapter (Chapter Four). 


Part | 
Transfer of Rural Savings 


As is well-known, there are many criteria for the 
allocation of scarce resources. One such investment 
criterion is based on the notion that more: and 
more resources should be invested in that sector 
which can generate a relatively large amount of 
surplus in the form of saving. An idea is often 
propagated that industrial investment is a better 
way of generating more saving for future use as 
compared to rural (agricultural) investment. This 
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type of argument forms the basis of urban-biased 
strategy of economic development. However, it is 
plausible that saving out of profit is often higher 
than saving out of wage; but it does not 
necessarily lead to the presumption that rural 
saving is lower than urban saving, as cdaimed by 
many studies on savings in India. The present 
section attempts to show that in a developing 
country like India, rural saving is always 
underestimated and that contrary to general belief, 
rural saving is not very low in India. In fact, rural 
saving in India is not so low as is sometimes 
given to understand by means of some innocuous 
figures an(| data. 


Before we analyse the rural savings in India, it is 
necessary to discuss the paradox of high savings 
and low growth rate of the Indian economy. Over 
the plan period, saving and investment went up 
considerably but the rate of growth of the economy 
has remained more or less constant at 4 per cent 
per annum level. This is, then a paradox. Saving 
went up from 10 per cent of GNP in 1950s to 22 
per cont in early sixties. Similarly, investment 
increased from 10 per cent in 1950-51 to nearly 
25 per cent in 1984-85 in India. But national — 
income growth-rate has remained more or less 
static at 4 per cent. The rates of growth of saving 
and investment can be presented in the following 
table (Table 3.1). 


Table 1 
Savings and Investments in India 


Plan Saving investment Years 
(Period (5 of GNP) (% of GNP) 

ending) 

: 10.2 10.0 1950-51 
First 13.9 14.3 1951-56 
Second 13.7 16.9 1960-61 
Third 1nd 18.2 1965-66 
Three Annual 14.1 5.4 1968-69 
Fourth 19.3 23.0 1973-74 
Fifth 14.3 24.4 1978-79 
Sixth 24.5 20.4 1984-85 


Source : Five year plans 


The main explanation for such a paradox can be 
found out in the facts of low public investment and 
very high capital-output ratio. Public investment has 
considerably gone down in India over the plan 
period in its effective forms. Decrease in the 
availability of power, transport, fuel, etc. led to 
further cut in investment in the private sector. In 
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other words, some sort of crowding out effect has 
taken place in Indian economy whereby the 
infrastructural inadequacy has pushed down private 
investment to a great extent. P. K. Bardhan in his 
book, Political Economy of Development in India 
has observed that the reduction in government 
investment in India is mainly due to the conflicting- 
alliance among rich farmers, industrialists and 
professionals. When the alliance is conflicting and 
none is strong enough, one outcome is the 
subsidies and grants to placate all of them. In this 
way, a large amount of public money has been 
squandered away for granting subsidies and help. 
Moreover, the government has to maintain surplus 
labour in various public undertakings which are 
incurring losses. Indian economy has been reduced 
to a grant economy. All the above classes of 
people have been successful in achieving subsidies, 
grants and rise in salary. Subsidies on food, 
fertilizer and exports (only three items) amounted to 
Rs. 1500 crores in 1980-81 alone. This is 
equivalent to half of total gross capital formation in 
the public manufacturing sector. Bardhan has cited 
a number of instances which point out how public 
money is misused in various ways. All this-nas 
been responsible for the slow growth of effective 
public investment in India. This explains one reason 
for the slow growth of the Indian economy. 


Another plausible explanation is to be found in the 
very high capital-output ratio in India. In all the 
developing countries, capital-output ratio is 
considerably high. India is not an exception. It is 
as high as 5.5: 1 in India. This means that nearly 
6 units of capital (investment) can go to make one 
unit of output. On this account, with nearly 24 per 
cent of investment, India can have a growth rate 
of 4 per Cent per annum, which is happening in 


India. A high capital output ratio can be caused by | 


a number of factors which are present In India. 
Capital-output ratio is high because of capital- 
intensive type of investment undertaken in our Five 
Year Plans. Another reason for-the high capital- 
output ratio is because of the unutilised capacity in 
Indian industries, which is in turn caused by limited 
domestic demands caused’ by, partly, growing 
income inequality and skewed income distribution 
pattern. Capital-output ratio, according to Bardhan, 
has risen in India because of inefficiency in the 
system arising out of favourtism, nepotism, over- 
staffing, wrong location of projects and so on. 


It should be noted that the growth rate of an 
economy depends on the trend growth rates in 
agriculture and industry. During 1950-80, agricultural 


growth rate was 2.7 per cent on an average. The 
Same trend continued in the Sixth Plan 1980-85. 
During the same period, the trend growth rate for 
Indian industries has been nearly 6.1 per cent. 
This explains that on an average the growth rate 
of the Indian economy should be somewhere 
around 4 per cent per annum. 


It is sometimes argued that rapid population: growth 
adversely affects savings. However, there is little 
evidence in support of the thesis that rapid 
population growth has adversely affected savings or 
the composition of investment in Inclia: savings and 
investment rates have risen substantially over the 
years. But inefficiency underutilisation of capacity, 
demand constraints and a high-capita-output ratio 
have created a situation in which high investment 
does not yield an equally high rate of economic 
growth. In fact, many of the responsible reasons 
for this paradox are to be sought in India’s chosen 
strategy of development. 


Theoreticians often argue that future output 
(income) can be generated only when sufficient 
saving is made out of the present income. On the 
face of it, the argument seems to be preposterous 
because it is not saving which generates income . 
but it is the other way round. It is investment 
which generates income via multiplier, and 
therefore, also the future savings. It is not right to 
believe that savings always determines investment. 
Saving the investment are independently taken up 
by different categories of people. More increase in 
saving cannot do anything favourable if it is 
hoarded or, not productively utilised. It is 
investment and not saving, that determines growth. 
The idea that low savings is bad, arises implicity 
from the connection that is believed to exist 
between savings and investment. In fact, more 
correctly, investment determines savings and not 
the vice versa. Investment has its effect on prices 
which in turn influence income distribution and 
shares of profit and wage; and given the marginal 
propensity to save, the magnitude of savings is 
determined. Low savings is sometimes beneficial. 
Low savings means higher consumption Which 
means, other things being the same, higher profit, 
higher reinvestible surplus and higher investment. 
Thus, low savings need higher invesf{ment. 


The main bottleneck in underdeveloped countries is 
not low savings, but lack of utilization of resources 
and of organisational ability. However, the 
bottlenecks can be reduced to a very great extent 
by increasing the tempo of investment, a large part 
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of which can bc financed by foreign capital. 
Keynes’s analysis in which savings plays a passive 
role is still valid in backward countries. Be that as 
it may, the general notion that is prevalent in LDCs 
is that since investment can generate more profit, 
and hence more savings in the urban sector, more 
and more investment should be allocated to the 
urban sector. 


Our data on rural savings have an inherent bias 
toward underestimation. They do not account for 
many non-monetized farm activities. The works 
done by the farmers in their leisure time or beyond 
the normal working hours, such as desilting, 
cleaning and gleaning the crops, bounding and 
many other types of supervisory work do constitute 
a lot of saving when translated into monetary 
terms. But unfortunately, our national accounts 
statistics cannot capture such invisible and subtle 
farming ; operations. Our national saving data 
obviously underestimate our rural savings. Michael 
Lipton has rightly pointed out that careful estimates 
of savings reveal that rural savings propensities are 
much higher than those calculated from national 
income figures.2 This becomes evident in careful 
micro-studies which take into account various types 
of non-monetized savings of the individual farms. In 
fact, macro-studies on rural savings have an 
underestimation bias in India. 


A survey of rural savings in India in the 1950s 
suggests that rural saving rates were around 12 
per cent.3 This small piece of evidence can refute 
the claim of many theory-bred economists who 
observe that farm investment generates income out 
of which nothing is saved. As NCAER’s study 
revels, in 1961-62, Indian rural households with 
income between Rs.4,800 and Rs.7,200 per year 
could save as much as 19 per cent; but the urban 


households having higher income in the range of. 


Rs.60,000 and Rs.10,000 could manage to save 
only 11.44 per cent of the income. Lipton has 
observed that ordinary rural households in India do 
Support a larger number of family members even 
with lower level of income than the comparable 
urban households. 


Very often the available data will show that rural 
savings in India are much lower than urban 
savings The data do conceal the existing terms of 
trade between rural (agricultural Sector) and urban 
(industrial sector) Unfavourable terms of trade 
against agriculture can be regard as a very potent 
factor lowering the rural Savings in India. As Lipton 
observes, some amount of rural Savings is drained 


off by deliberate sectoral price distortions to finance 
socially low-yielding urban investment.5 Such 
investments can be justified neither in terms of 
equity nor in terms of efficiency.6 Needless to say, 
in the absence of price distortions and 
disincentives, rural sector could have saved a 
higher amount. Unfavourable terms of trade reduce 
the returns on rural investment and make the rural 
people relatively poor: they will have less incentive 
to save and invest 


In India, rural households saving as a percentage 
of national income was 1.6 in the First and 
Second Plans, then subsequently, it declined slightly 
from 1.6 per cent to 1.5 per cent between 1961- 
62 to 1962-63. However, during the period, the 
urban household savings were 2.6 per cent, 4.7 
per cent and 4 9 per cent respectively. The 
volume and pattern of savings in the rural and 
urban sectors of India can be gauged from the 
following Table (Table 3.2) The data in the table 
could not be updated because the RBI discontinued. 
the study after 1962-63. 


As Table 3.2 shows, absolute performance of the 
rural sector in the matter of generation of saving 
has, apparently, deteriorated over-time. But what is 
more relevant is the absolute total saving which 
has increased in the rural sector over the years 


Table 2 
Savings in India (1947-48 Prices) 


Sector 1950-51 1960-61 1962-63 
(Rs. in Crores) 

Rural Households 

Total Savings 147.6 187.3 197.2 

p.c. of total 

Savings 29.3 18.6 15.2 

p.c. of National 

income 1.6 1.6 1.5 

p.c. of Household 

Savings 38.7 24.7 23.1 

Urban Households 

total Savings 233 load 612.9 656.7 

p.c. of total 

Savings 46.6 00:6""+ °° 50.4 

p.c. of Household 

Savings 61.3 75.3 76.9 

ee SS 
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An estimate by NCAER shows that the net 
household urban saving was Rs. 7081 million in 
1967-68; it was nearly Rs. 13,000 million for the 
rural households during the same period. 


One explanation which seems to be plausible for 
the so-called low rural saving in India is the fact 
that rural income per capita is much lower than 
the urban income per capita. The ratio between the 
rural income per capita and the urban income per 
capita is approximately 1:3. Once this factor is 
taken into account, rural saving relative to urban 
saving does not seem to be low. Looked at from 
that angle, rural-urban saving differentials as 
presented in the foregoing table (Table 3.2) appears 
to be quite plausible. Not only is the rural income 
lower than the urban income; but the gap between 
the rural and the urban incomes is widening in 
recent years.7 Furthermore, most of the income 
earned by rural households is received in terms of 
goods and services, rather than in cash. Thus, in 
many cases, savings in terms of goods show a 
high figure and, savings in terms of cash reveal a 
negligible performance 


As already mentioned, National Sample Survey and 
Rural Credit Survey have estimated that rural 
saving in India is as high as twelve per cent, 
excluding direct investment. If we allow for non- 
cash saving- and also take into account 
depreciation, maintenance add repair, the net cash 
saving income ratio works out to be 8 per cents. 
This is well comparable with our urban savings. 
Owing to the absence or complete monetization of 
our rural sector, rural saving very often appears to 
bc low. Moreover, underdeveloped banking habit of 
the rural people and the inadequacy of financial 
and saving-mobilising institutions in our rural sector 
are partly responsible for the apparent low book 
value of our rural savings 


in spite of all odds, rural savings have been 
increasing in India Let us provide a few examples. 
For instance, 1960, our rural households contributed 
55.9 per cent of our aggregate household savings, 
and in 1967-68, this contribution went Up to 64 1 
per cent Rural sector, in the wake of Green 
Revolution, has been able to increase considerably 
its income and savings. It is almost a common 
knowledge that at lower income, other things 
remaining the same Marginal Propensity to Save 
(MPS) becomes lower, and at higher income MPS 
becomes higher. 


As and when income increased in the rural sector, 


rural saving has also increased in sympathy. The 
NCAER Survey in 1967-68 has estimated the MPS 
of the rural household sector to be 0.32 as against 
0.41 for the urban household sector.9 These figures 
went up in 1975-76 to 0.34 for the rural sector but 
came slightly down to 0.40 for the urban sector.10 
These estimates of MPS are pretty highly 
unbelievably large for the rural sector. However, 
there is no gain-saving the fact that over the 
years, particularly in the post-Green Revolution 
period, rural MPS has risen substantially. Table 3 
shows rural-urban MPS, as estimated by different 
studies in India. 


Table 3 


Estimates of Marginal Propensity to Save 
(1950-51to 1975-76) 


Sector Diwan’s Chopra’s NCAER’s 
Study* Study** Studies*** 
(1966) (1967-68) (1975-76) 
Urban 0.11 0.22 0.24 
0.41 0.40 
Rural 0.01 0.03 0.14 
0.32 0.34 


Sources : Compiled from : 


* Economic and Political Weekly, 1967 

** Margin, 1972 

*** NCAER Publications and MT Paul's article in Margin, July 
1986 


The foregoing table very clearly shows that though 
both rural and urban MPS have considerably 
increased overtime, the rate of growth of rural 
MPS has been much higher than that of urban 
MPS. This fact goes against the established notion 
that rural people cannot save or that rural saving 
is palpably low in India. 


An interesting fact brought out in this context by 
the study Of NCAERI’ needs to be mentioned. It 
was disclosed by NCAER study of 1967-68 that 
rural and urban households with the disposable 
annual income of less than Rs. 3,000 could not 
make any saving: they rather dissaved. The 
percentage of urban people of this category was 
63 and the percentage of rural people was 74 for 
the same category. This implies thdt rural savers 
constituted only 26 per cent of the rural people 
and urban savers constituted 37 per cent of the 
urban population. This being the factural position, 
one can immediately appreciate the performance of 
the rural sector vis-a-vis the urban sector, when 
one finds from the NCAER data that whereas 26 
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per cent of the rural population makes a net 
savings of 12.966 million. 37 per cent Of the urban 
population makes a net savings of only 7081 
million. This appreciative performance of the rural 
sector was made possible in spite of its higher rate 
of population growth and higher rate of poverty 
(both in absolute and in relative terms) as 
compared to those of the urban sector. This per 
se is not a mean achievement. 


As a matter of fact, we cannot really appreciate 
the saving behaviour unless we bring into our 
analytic umbrella the real cost of income 
generation. Income is generated by investment. The 
investment required for the generation of income 
(output) in a sector is given by incremental capital- 
output ratio. As is shown by the figures of our five 
years plans, and as we_ have discussed 
elsewhere,12 capital-output ratio in our urban sector 
(8. 1.) is on an average at least four times the 
capital-output ratio of the rural sector (2.1). This 
implies that to be effectively equal, urban saving 
rate must be four times the rural saving rate. This 
is not so in India. On the basis of this criterion, it 
must be presumed that under the given 
circumstances, rural saving rate is not at all or 


less satisfactory. Since capital-output (or, investment 
income) ratio is very low in the rural sector, rural 
saving rate in India can be regarded as relatively 
much high as compared to that of the urban 
sector. In fact, no study in India has conclusively 
established that urban saving rate is four times 
higher than the rural saving rate in India. 


In recent years, a large part of rural savings of 
the agricultural households is being transferred to 
the urban sector through the expansion of rural 
financial institutions and banks. 13 The transfer of 
rural financial resources through commercial banks 
and other financial institutions that partly contributed 
to the aggravation of poverty in the rural sector. 
The rate of return given to the rural depositors in 
the form of interest is not very lucrative. The worst 
part of the transfer of such rural resources is that 
these resources are not cycled back for rural 
development. Although some amount is devoted for 
the development of the rural areas through the five 
year plans, the benefits go more to the disbursing 
officials than to the rural people in actual practice. 
In other words, rural saving does not really and 
fully benefit the rural people. It is rather meant for 
the urban sector. 
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Social Backwardness And 
Caste 
Chapter IV 


From Backward Classes Commission 


Mandal Report, 1980 
Aklank Publishing (1991) 


4.1 Castes are the building bricks of Hindu 
social structure. All sorts of virtues and evils have 
been attributed to caste system by the social 
historians. But this controversy is not germane for 
our purpose. Here we are mainly concerned with 
the manner in which caste has fragmented the 
social consciousness of Hindu society by dividing it 
into numerous groups arranged in a hierarchical 
order. In his Contemporary Indian Philosophy, Prof. 
A. R. Wadia has observed, “The high metaphysics 
of Upanishads and ethics of the Gita have been 
reduced to mere words by the tyranny of the 
caste. Emphasizing the unity of the whole world, 
animate and inanimate, India has yet fostered a 
social system which has divided her children into 
water-tight compartments, divided them from one 
another, generation to generation, for endless 
centuries”. It may be further remarked that in this 
process of division, groups called castes have been 
permanently assigned high or low ranks simply on 
the basis of birth. 


4.2 One important outcome of this ritual 
ranking of castes has been to create deep- 
rooted vested interests in this system and to 
enable the higher castes to exploit the lower ones 
through the institutional framework of social 
‘organisation. 


4.3 In fact there is nothing unusual about this 
phenomenon. Ruling classes everywhere have tried 
to perpetuate their privileges through all sorts of 
devices and aristocracy has generally joined hands 
with the clergy in this process. Giving an example 
of English popular preaching in the medieval ages, 
Owst* writes, .... “each man’s first duty be the 
knight or priest, workman or merchant is to learn 
and labour in the things of his particular calling, 
resting content there-with and not aspiring to 
meddle with the tasks and mysteries of others. 
The social ranks and their respective duties, 
ordained by God for humanity, were intended to 
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remain fixed and immutable. Like the limbs of the 
body, they cannot properly exchange either their 
place or function”. 


4.4 This is as close an approximation to the 
brahmanical view of caste as one can expect! The 
Rigvedic hymn of Purushasukta, which contains the 
earliest reference to Chaturvarna, also states that 
after the primeval sacrifice, “his mouth became the 
Brahmin; his two arms were made into the 
Raianaya (kshatriya) his thighs in the Vaishyas; 
from his two feet the Shudra was born”. (Rigveda: 
10.90). Whereas the English Priest and the Vedic 
hymn are saying more or less the same thing, and 
this view of the divine sanction of the privileges of 
the ruling classes was preached in most other 
countries, it is only in India that this concept got 
formalised into a cast-iron mould. 


4.5 The real triumph of the caste system lies 
not in upholding the supremacy of the Brahmin, but 
in conditioning the consciousness of the lower 
castes in accepting their inferior status in the ritual 
hierarchy as a part of the natural order of things. 
In India caste system has endured for over 3,000 
years and even today there appear no symptoms 
of its early demise. No social institution containing 
so large an element of inequality and discrimination 
towards majority of the people can survive that 
long in a purely social context. It was through an 
elaborate, complex and subtle scheme of scripture, 
mythology and ritual that Brahmanism succeeded in 
investing the caste system with a moral authority 
that has been seldom effectively challenged even 
by the most ardent social reformers. How religion 
and mythology were used the weave this magic 
web, we Shall try to show with the help of some 
well-known examples. 


4.6 The concept of divine origin of the caste 
system has the authority of the holiest Hindu 
scriptures. As mentioned earlier, Rigveda describes 
the creation of four Varnas from the limbs of 
Purshasukta. The Taittiraya Samhita not only 
ascribes the origin of Chaturvarna for the limbs of 
the Creator, but also interprets this origin 
theologically and gives divine justification of their 
functions and status. In Gita, Lord Krishna says, 
“The four-fold Order was created by Me, on the 
basis of quality and action’. 


4.7 “All Hindu Darma Shastras take caste for 
granted. All Puranas assume the existence of caste 


* Literature & Pulpit in Medival England by G. R. Owst, Oxford, 1961. 
* Hindu Society at Cross-road* by K M Pannikar, Asia Publishing House, Bombay 1971. 
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and look upon it as a permanent order of 


society’. 

4.8 “The Dharma Shastras mention that if a 
man does good deeds he will be born in a high 
caste and be well-endowed, while if he does evil 
acts, he will be born in a low caste, or even as 
an animal, a pig or a donkey.”® 


4.9 Ranking of the Hindu society into four 
Varnas furnished Brahmanical orthodoxy with the 
bed-rock on which it erected its elaborate caste 
structure. One essential feature of this institution is 
the concept of ‘purity and pollution’. “In Hindustan 
proper, castes can be divided into five groups; first, 
the twice-born castes; second, those castes at 
whose hands the twice-born can take “Pakka” food; 
third, those castes at whose hands the twice-born 
cannot accept any kind of food but may take 
water; fourth, castes that are not un-touchable yet 
are such that water from them cannot be used by 
the twice-born; last come all those castes whose 
touch defiles not only the twice-born but any 
orthodox Hindu’. 


4.10 “... the Shanar, toddy-tapper of Madras, 
contaminates a Brahmin if he approaches the latter 
within twenty-four paces.... A Nayar may approach 
a Nambudiri Brahmin but must not touch him, while 
a Tiyan must keep himself at the distance of thirty- 
six steps from the Brahmin, and a Pulayan may 
not approach him within ninety-six paces. A Tiyan 
must keep away from a Nayar at twelve paces, 
while. some castes may approach the Tiyan, though 
they must not touch him”.* 


4.11 “.... In the Maratha country a Mahar one of 
the untouchables might not spit on the road lest a 
pure-caste Hindu should be polluted by touching it 
with his foot, but has to carry an earthen pot, 
hung from his neck, in which to spit. Further he 
had to drag a thorny branch with him to wipe out 
his foot prints and to lie at a distance prostrate on 
the ground if a Brahmin passed by, so that his 
foul shadow might not defile the holy Brahmin”.* 


4.12 Another sociologist quotes the following 
passage from the ‘Hindu of 24-12-1932 as an 
example of visual pollution - 


4.13 “In this (Tinnevelly) district there is a class 
of unseeables called purada vannans. They are not 
allowed to come out during day time because their 
sight is considered to be pollution. Some of these 
people who wash the clothes of other exterior 
castes working between midnight and day-break, 


were with difficulty persuaded to leave their houses 
to interview’.° 


4.14 The award of punishments and levy of taxes 
were also closely related to an individual's caste. 
“A Brahmin was exempt from the usual taxes... 
both the person and property of Brahmin were 
absolutely inviolate... Kautilaya prescribes differential 
rates of interests for debts according to different 
castes, a Brahmin being charged per cent, 
Kshatriya 3; a vaishaya 4; and a shudra 5 per 
cent... A brahmin is entitled to whatever exists in 
the world. In fact the whole world is his. property 
and others live on his charity’.* The Mahabharata 
says, “the Shudra can have no absolute property, 
because his wealth can be appropriated by his 
master at will’.** 


4.15 Regarding litigation: “In a local dispute 
between a Brahmin and a non-Brahmin the 
arbitrator or a witness must speak in favour of the 
former.”@ According to “Satapatha Brahmana’, “a 
murder of a Brahmin alone is the real murder, 
while the Yajurveda declares it to be a more 
heinous crime than that of killing any other man."™ 
On the other hand, Manu says that the “slaying of 
a Shudra by a Brahmin is equivalent merely to the 
killing of a cat, a mongoose, a blue jay, a frog, a 
lizard, an owl or a cow’.$ 


4.16 “.... A king shall never sentence a Brahmin 
though convicted for all possible crimes but may | 
banish him with all his property secure and his ~ 
body unhurt. No greater crime is known on the 
earth than the slaying of a Brahmin and the king, 
therefore, must not even form in his mind an idea | 
of killing a priest."% 


4.17 “lf a shudra mentions the name and class 
of the twice-born with contumely, an iron nail, ten 
figures long shall be thrust red-hot into him. 
mouth’. 


eee 
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4.18 The thoroughness with which caste-based 
discrimination was propagated and practised may 
be judged from the fact that even in matters of 
dress the lower castes were forbidden to emulate 
their superiors. The wearing of ‘Janeu’ (sacred 
thread) marked the dividing line between caste- 
Hindus and the Shudras and even in recent times 
the attempts by some lower castes to wear ‘Janeu’ 
were violently resented by the twice-born. “The 
toddy-tappers of Malabar and the east coast, 
Izhavas and Shanaras, were not allowed to carry 
umbrellas, to wear shoes or golden ornaments, to 
milk cows or even to use the ordinary language of 
the country”. @@ 


4.19 In Mysore State, the women of certain lower 
castes were not permitted to cover their bosoms. 
There arose a sharp controversy over this issue 
resulting in civil disturbances and ultimately the 
Maharaja of Mysore had to issue a Royal 
Proclamation permitting the aggrieved castes to 
wear jackets or cover their bosoms, “in any 
manner they desire, but that they were not 
permitted to imitate the dress and hair styles of 
higher castes’** 


4.20 The above account will show as to how 
every important facet of a Shudra’s personal, social 
and economic activity was severely influenced by 
his low caste status. Mythology and scriptures were 
also pressed into service to establish the inherent 
superiority of the Brahmin and the low social 
ranking of the Shudras. For instance, Tulsidas 
states in his Ramayana : 


(Venerate a Brahmin even if he is devoid of 
all virtue, but not a Shudra even if he is 
packed with virtue and knowledge). 


Quoting from Apasthmba, Ghurye says, 
“Between a hundred year old Kshatriya and a 
10 year old Brahmin, the latter is said to be 
like the father’@. 


4.21 Balmiki’s Ramayana tells the famous history 
of Shambuk, a Shudra, who hung himself by his 
feet from a tree in the forests of Uttarkhand and 
went into deep meditation for 12 years. At the 
death of a Brahmin boy whose father was still 
living, some of his kinsfolk complained to Rama 
that this outrage had occurred because Shambuk 
had committed the sacrilegious act of meditation 
despite being a Shudra. Rama went to Uttarkhand 
forests and after verifying the truth of this 
allegation, beheaded Shambuk for his temerity. 


@@ Ghurye, ibid. 
** M. S. A. Rao, ibid 


4.22 Mahabharata narrates the story of Eklabya, 
a tribal boy, who went to Guru Dronacharaya for 
learning Dhanur Vidya (archery). The Guru refused 
to take him as a pupil, as this vidya could be 
imparted to Kshatriyas only. One day Dronacharaya 
went to a forest with his students, Kauravas and 
Pandavas, to practise archery. A dog accompanying 
the party was hit by an arrow in the mouth, when 
he happened to bark. Obviously, the archer, hidden 
from the view, had hit the dog by just aiming in 
the direction of his bark. Dronacharaya knew that 
only Arjun was capable of such a feat. He called 
for the marksman and Eklabya emerged from the 
forest and confessed having killed the dog by his 
arrow. On being asked about the identity of his 
Guru, he replied that he was Dronocharya’s pupil. 
In explanation he recalled the earlier episode and 
stated that he had learn Dhanur Vidya from the 
statue of Dronacharya which he had erected in the 
forest. Dronacharya asked for the right hand thumb 
of Eklabya as Guru Dakshina. Eklabya readily 
complied with the wishes of his Guru, though he 
could never again handle a bow with his disabled 
hand. 


4.23 If religion was ever used as an opium of 
the masses, it was done in India, where a small 
priest-class, by a subtle process of conditioning the 
thinking of the vast majority of the people, 
hypnotised them for ages into accepting a role of 
servility with humility. As labourers, cultivators, 
craftsmen, etc. shudras were the main producers of 
social surplus. Their social labour was the life-blood 
of India’s great civilisation. Yet socially, they were 
treated as out-castes; they had no right in private 
property; they carried the main burden of taxes, . 
and the heaviest punishments were awarded to 
them for minor infringements of the social code. As 
their low caste status was tied to their birth, they 
toiled and suffered without any hope. 


4.24 It may be argued that when Lord Krishna 
said, “The four-fold Order was created by Me on 
the basis of quality and action’, he linked an 
individual’s caste to his Karma instead of the 
accident of birth. Here, Bhagwat Gita, no doubt, 
marks an important change in attitude at the 
philosophical level. But in actual practice this 
philosophy of caste takes the sting off the 
institution (of caste) and skilfully stereotypes it... 
The difference between the Sutra theory of caste 
and this theory is significant. The Brahmin authors 
of the Sutras promised salvation to the Shudra 
only through the intermediacy of birth in higher 
castes. In plain words, it was tantamount to asking 
him to wait till doomsday.... The Gita, on the other 
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hand, disarms opposition on more counts than one. 
First, it tries to provide a rationale for the original 
division into four Varnas. Secondly, it unequivocally 
asserts the virtual equality of these divisions as far 
as the value of their distinct work and their 
inherent capacity for working out the individual 
salvation are concerned". 


4.25 Gandhiji developed this theme much further 
in his crusade against untouchability. But what was 
the net impact of the Gita’s view of caste or 
Gandhijiis crusade on a common man’s perception 
of the caste system? When dealing with the living 
social reality, what counts is not the fine 
metaphysical concepts embodied in great religious 
works of a people, but the home-spun ideas that 
have percolated into the consciousness of the 
masses and become a part of their world-view. In 
this sense the caste system has meant division of 
Hindu society into numerous isolated castes and 
jatis who marry among themselves, dine among 
themselves and, broadly pursue traditional 
occupations. Further, birth determines their caste 
and every caste has a fixed rank in the ritual 
hierarchy. 


4.26 The above scheme of social organisation, 
transfixed for over 3,000 years, had far-reaching 
effects on the growth and development of various 
castes and communities. For instance, as exclusive 
custodians of higher knowledge, the Brahmins 
developed into a highly cultivated community with 
special flair for intellectual pursuits. On the other 
hand, the Shudras, being continuously subjected to 
all sorts of social, educational, cultural and 
economic deprivation, acquired all the unattractive 
traits of an unlettered rustic. The following passage 
from Rajni Kothari’s ‘Caste in Indian Politics’ will 
show as to how the low castes fared in 
competition with the higher castes even when 
several of their crippling handicaps had been 
removed : 


As Brahmins entered the institutions of higher 
learning, the professions and the services, every- 
where they formed cliques from which non-Brahmins 
were excluded. Between 1892 and 1904, out of 16 
successful candidates for the I.C.S. 15 were 
Brahmins; in 1914, 93 out of 128 permanent 
district munsifs were Brahmins: in 1944, 452 out of 
650 registered graduates of the University were 
Brahmins. 


4.27 In case the above example appears too 
remote in time, and one is led to expect that after 
nearly three decades of special concessions and 
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encouragement the lower castes are fast coming 
into their own, the following example may prove an 
eye-opener. Over the period of ten years from 
1969 to 1978, only ten candidates belonging to 
Scheduled Castes and Tribes got into 1.A.S. on the 
basis of merit. As late as 1976 and 1977 not a 
single S.C. or S.T. candidate could make the grade 
in open competition. Similarly, only six S.C. and 
S.T. candidates got into |.P.S. on the basis of 
merit during these 10 years. (Appendix 6). 


4.28 This small but telling example gives some 
idea of the cultural lag that the depressed classes 
have still to make up before they are able to 
overcome their historical handicaps. 


4.29 As caste conditioned and controlled every 
aspect of an individual’s life, it led to the creation 
of a society in which there was no ‘rank 
disequilibrium’. In other words, the lower castes 
were backward not only socially, but also 
educationally, politically and economically. On the 
other hand, the higher castes were advanced in all 
these spheres. The basic cause of this 
phenomenon was the higher or lower rank of a 
particular caste in the ritual hierarchy. 


4.30 In fact the role of caste status was so 
pervasive in society that the idea and administration 
of justice were completely coloured by it. Used as 
we are today to the concept of the ‘Rule of law’, 
it will be interesting to compare this view with the 
perception of law in the earlier Hindu society where 
a man’s worth was directly related to his status in 
the caste hierarchy. 


4.31 “For Englishmen, the law, if it is to be 
universal, impersonal and impartial, ought to be 
blind, an idea graphically illustrated by the 
representation of justice as a classically clad, 
blindfolded woman holding balanced scales. For 
Hindu law, the reverse was true: the differences 
among men in society were central to their legal 
identity, rights and obligations’. 


4.32 The fact that despite having lived under the 
rule of law during the British regime and made it 
the corner-stone of our Constitution, in actual 
practice our law still makes a lot of allowance for 
a person's status, is an interesting example of the 
historical hang-over from the earlier times. 


4.33 In view of the foregoing will it be too much 
to say that in the traditional Indian society social 
backwardness was a direct consequence of caste 
Status and, further, that various other types of 
backwardness flowed directly from this crippling 
handicap? 
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6.1 Equality before the law is the most precious 
democratic right of an Indian citizen and it is 
enshrined in Article 14 of the Constitution of India. 
This right is further elaborated and made specific 
in Article 15, 16 and 29 of the Constitution. These 
Articles prohibit discrimination against any citizen on 
grounds only of religion, race, caste, sex, language 
or place of birth, whether in respect of employment 
or admission to educational institutions, or access 
to public places, etc. 


6.2 The above Article constitute the bed-rock of 
a citizen’s fundamental rights. But by ensuring 
equality of opportunity to all citizens in respect of 
educational and employment opportunities, we may 
be ignoring the special problems of some backward 
sections of our people who have suffered from 
social, cultural, educational and economic 
deprivation for hundreds of years. On the face of 
it the principle of equality appears very just and 
fair, but it has a serious catch. It is a well-known 
dictum of social justice that their is equality only 
amongst equals. To treat unequalls as equals is to 
perpetuate inequality. When we allow weak and 
strong to compete on an equal footing, we are 
loading the dice in favour of the strong and holding 
only a mock competition in which the weaker 
partner is destined to failure right from the start. 
This approach does ensure the ‘survival of the 
fittest’. But we must also note that survival of the 
fittest is the law of the jungle. 


6.3 The humanness of a society is determined 
by the degree of protection it provides to its 
weaker, handicapped and less gifted members. 
Whereas in a jungle everybody fends for himself 
and evil takes the hind-most, in a civilised society 
reasonable constraints are placed on the ambitions 
and acquistivences of its more aggressive members 
and special safeguards provided to its weaker and 
more vulnerable sections. These considerations are 
basic to any scheme of social justice and their 
neglect will brutalize any human society. 


Social Justice, Merit and Privilege 


“In a limited sense, the right to social justice 
may be defined as the right of the weak, 
aged, destitute, poor, women children and 
other under-privileged persons, to the 
protection of the State against the ruthless 
competition of life. It seeks to give the 
necessary adventitious aids to the 
underprevailed so that they may have the 
equal opportunity with the more advanced in 
the race of life. It is a bundle of rights, in 
one sense it is carved of other rights in 
another sense it is a preserver of other 
rights. It is the balancing wheel between 
haves and have nots.* 


6.4 Our Constitution markers were fully alive to 
the need for providing safeguards to the weaker 
sections of society. Whereas Articles 15, 16 and 29 
create the overall impression of according equal 
access to all citizens to educational, employment 
and other facilities, Clause (4) of Article 16 
Stipulates : 


(4) Nothing in this article shall prevent the state 
from making any provision for the reservation 
of appointments or posts in favour of any 
backward class of citizens which, in the 
opinion of the State, is not adequately 
represented in the services under the state. 


6.5 Subsequently as a result of the Constitution 
(First Amendment) Act, 1951 a similar clause was 
added to Article 15 also. Thus, it will be seen that 
Clauses (4) of both Articles 15 and 16 make 
special provisions for the advancement of any 
socially and educationally backward classes. Further 
Artide 46 enjoins upon the State the obligation to 
promote with special care the educational and 
economic interests of the weaker sections of the 
people. 


6.6. On the face of it, it may appear that special 
safeguards provided to weaker sections under 
Articles 15(4) and 16(4) are in conflict with the 
fundamental rights to education, employment, etc. 
It has been force-fully argued that the equality of 
opportunity and treatment granted to every citizen 
under Articles 14, 15, 16 and 29 of the 
Constitution is greatly undermined by Clauses 4 of 
Articles 15 and 16, which enable the State to 
make special provisions for the advancement of 
weaker sections of the society. According to this 
line of reasoning these two Clauses give the State 


* Social: Justice and Law by Shri Justice K Subba Rao, National, New Delhi 
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everriding powers to greatly dilute the principle of 
equality before the law contained in Article 14. 


6.7 Here the real conflict arises from the clash 
between the interests of the individual versus that 
of society. The Fundamental Rights are primarily 
concerned with the rights of the individual. Claims 
of society do not have the same sort of immediacy 
and urgency as the claims of individuals. Wrong 
suffered by individuals stick out much more 
pointedly then the wrongs suffered by the society. 
In view of this the exceptions contained under 
Articles 15(4) and 16(4) appear to confer a 
privileged status on backward classes which seems 
out of line with the over-all scheme of Fundamental 
Rights. It is only under Directive Principles of the 
State Policy that the claims of society in general 
are accorded due recognition. 


6.8 By now the conflict between the 
Fundamental Rights and Directive Principles of the 
State Policy has become a very familiar theme of 
Parliamentary debates and judicial pronouncements. 
This conflict was very vividly highlighted by Pandit 
Nehru during the Parliamentary debates on 
the Constitution (First Amendment) Bill, 1951. He 
stated : 


. The Directive Principles of State Policy 
represent a dynamic move towards a certain 
objective. The Fundamental Rights represent 
something static, to preserve certain rights 
which exist. Both again are right. But 
somehow and sometime it might so happen 
that dynamic movement and that static 
standstill do not quite fit into each other’. 


. The result is that the whole purpose 
behind the Constitution which was meant to 
be a dynamic Constitution leading to a 
certain goal step by step is somewhat 
hampered and hindered by the static element 
being emphasised a little more than the 
dynamic element and we have to find out 
some way of solving it”. 


“ 


.... If in the protection of individual liberty 
you protect also individual or group inequality, 
then you come into conflict with that Directive 
Principle which wants, according to your own 
Constitution, a gradual advance or let us put 
it another way, not so gradual but more rapid 
advance, wherever possible, to a State where 
there is less and less inequality and more 
and more equality. If any kind of an appeal 
to individual liberty and freedom is to mean 


* More Equalitay, Pantheon Books — New York, 1973 


86 


ae 


as an appeal to the continuation of the 
existing inequality, then you get into 
difficulties. Then you become static, that ideal 
of an egalitarian society which | hope most 
of us aim at”. 


6.9 The dilemma pointed out by Pandit Nehru is 
very real and has been faced repeatedly in the 
course of implementing legislation aimed at the 
creation of a more just social order. Whereas we 
can take legitimate pride in having established a 
Democratic Republic in India, the elitist and 
unequal character of Indian society cannot be 
considered as a matter of much satisfaction. 


6.10 Before we examine this issue further, it will 
be useful to consider the implications of ‘Equality’ 
in the context of human societies. H. G. Gans* 
has observed that three alternative outcomes of 
‘Equality’ are generally considered : (i) Equality of 
opportunity, (ii) Equality of treatment, and (iii) 
Equality of results. Equality of opportunity promised 
under Article 16(1) of the Constitution, is actually 
a libertarian and not egalitarian principle as it 
allows the same freedom to everybody in the race 
of life. “People who start their lives at a 
disadvantage rarely benefit significantly from equality 
of opportunity, because, unless they are distinctly 
superior in skills or upward-mobility techniques; they 
can never catch up with the more fortunate and 
most disadvantaged people never even get access 
to the supposedly equal opportunity... Equality of 
opportunity is also an a social principle, because it 
ignores the many invisible and cumulative 
hinderance in the way of disadvantaged; in fact, 
unless the children of the poor are taken from their 
parents at birth and brought up in middle-class 
homes, most are condemned to inequality of 
opportunity”. 


6.11 Equality of treatment, observes Gans,may be 
interpreted in two ways. “On the one hand, it 
means treating people as roughly equal in 
impersonal social intersections.... On the other 
hand, it means providing people with the same 
resources regardless of their current resources of 
socio-economic position; used in this sense, equality 
of treatment suffers from the same drawback as 
equality of opportunity for to treat the 
disadvantaged uniformly with the advantaged will 
only prepetuate their disadvantage. Even in the 
courts which pride themselves on equality of 
treatment before the law, the defendent who can 
afford only a poor or over-worked lawyer will not 
often obtain equal treatment from the judge”. 
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6.12 In view of the above considerations, Gans 
observes, “Consequently, the only truly egalitarian 
principle is equality of results, which may require 
un-equal opportunity or treatment for the initially 
disadvantaged so that they eventually wind up 
equal in resources or rights’. 


6.13 If a tree is to be judged by its fruits, 
equality of results is obviously the most reliable 
test of our aspirations and efforts to establish a 
just and equitable order. A formidable task under 
any circumstance, it becomes particularly so in a 
society which has remained segemeted in a finely 
graded caste hierarchy for centuries. 


6.14 In fact the essence of Fundamental Rights 
itself remains unrealised unless proper conditions 
are created for protecting the legitimate rights of 
the under-privileged. Soon after Independence every 
State enacted land reforms legislation, giving 
security of tenure to tenants and tillers, placed a 
ceiling on land holdings, etc. As the weak and 
poor tenants and cultivators did not have the 
means to enforce their rights and the powerful land 
owners had the resources and influence to evade 
ceiling laws, our land measures have fallen far 
short of their objectives. Stronger sections of 
society keep perpetrating all sorts of atrocities 
against Harijans and other backward classes and 
they are generally able to get away without any 
punishment. Our entire legal apparatus is so 
expensive and time-consuming that under-privileged 
sections of society generally do not have the 
means or stamina to get justice from law courts. 
Under these circumstances, the claim of ‘Equality 
before the law does not carry much conviction with 
the weaker sections of Indian society. Equality of 
results being the real acid test of effective equality, 
there is no running away from the fact that our 
sovereign democratic republic will remain seriously 
flawed unless a fair share of the fruits of freedom. 
Equality of opportunity and Equality of treatment 
are also made available to the backward sections 
of our people. In this connection, Shri Justice K 
Subba Rao has observed : — 


_@* | unless adventitious aids are given to 
the under-privileged people, it would be 
impossible to suggest that they have equal 
opportunities with the more advanced people. 
This is the reason and the justification for the 
demand of social justice that the under- 
privileged citizens of the country should be 


given a preferential treatment in order to give 
them an equal opportunity with other more 
advanced sections of the community”. 


6.15 In this connection nothing generates so 
much heat and genuine indignation as the concept 
of ‘merit’. Whereas no body objects to the grant of 
special educational facilities and various other 
concessions to the backward classes, the provision 
of a reserved quota in educational institutions or 
services for members of Scheduled Castes, 
Scheduled Tribes or other Backward Classes 
provokes sharp reaction. The advocates of ‘merit’ 
find it very unfair when a depressed class student 
securing 45% marks gets admission to a medical 
college in preference to a student from the general 
quota obtaining 70% marks. The resentment is 
much greater when a lower ranked backward class 
competition is selected in preference to a much 
higher ranked general quota counterpart to an All 
India Service. 


6.16 This sort of reaction is based on two 
considerations: First, it hurts a persons’s sense of 
fair play to see that a more ‘meritorious’ candidate 
has been left out in preference to a less 
‘meritorious’ person on purely extraneous grounds. 
Secondly, it is argued, that by selecting candidates 
with lower ‘merit’ against reserved quota vacancies, 
the nation is being deprived of the services of the 
best talent that is available to it. 


6.17 This line of argument, though plausible on 
the face of it, suffers from a serious fallacy 
regarding the nature of ‘merit’. We shall try to 
illustrate this point by a homely example. Mohan 
comes from a fairly well-off middle-class family and 
both his parents are well educated. He attends one 
of the good public schools in the city which 
provides a wide range of extra-curricular activities. 
At home, he has a separate room to himself and 
he is assisted in his studies by both the parents. 
There is a television and a radio set in the house 
and his father also subscribes to a number of 
magazines. In the choice of his studies and finally 
his career, he is continousuly guided by his parents 
and his teachers. Most of his friends are of similar 
back-ground and he is fully aware of the nature of 
the highly competitive world in which he will have 
to carve a suitable place for himself. Some of his 
relations are fairly influential people and he can 
bank on the right sort of recommendation or push 
at the right moment. 


* Social Justice and Law by Shri Justice K. Subba, National New Delhi 
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6.18 On the other hand, Lallu is a village boy 
and his backward class parents occupy a low 
social position in the village caste hierarchy. His 
father owns a 4-acre plot of agricultural land. Both 
his parents are illiterate and his family of 8 lives 
huddled in a two-room hut. Whereas a primary 
school is located in his village, for his high school 
he had to walk a distance of nearly three 
kilometers both ways. Keen on pursuring higher 
studies, he persuaded his parents to send him to 
an uncle at the Tehsil headquarters. He never 
received any guidance regarding the course of 
studies to be followed or the career to be chosen. 
Most of his friends did not study beyond middle- 
school level. He was never exposed to any 
stimulating cultural environment and he completed 
his college education without much encouragement 
from any quarter. Owing to his rural background, 
he has a rustic appearance. Despite his college 
education, his pronunciation is poor, his manners 
awkward and he lacks self-confidence. 


6.19 Assuming that Mohan and Lallu had the 
same level of intelligence at the time of their birth, 
it is obvious that owing the vast differences in 
social, cultural and environmental factors, the former 
will beat the latter by lengths in any competitive 
field. Even if Lallu’s intelligence quotient was much 
higher as compared to Mohan, chances are that 
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the former will lag far behind the latter in any 
competition where selection is made on the basis 
of ‘merit’. 


6.20 Let us suppose that both of them sit for 
the All India Services examination and Mohan 
secures 50% more marks than lallu. Does it mean 
that Mohan’'s merit is 50% higher than that of Lallu 
or, that, he will be 50% more efficient than that 
village boy. Is it possible to determine that, in view 
of their respective native intelligence, how these 
boys would have faired in case they ad 
exchanged places? If merit also includes grit, 
determination, ability to fight odds, etc., should not 
the marks obtained by Mohan and Lallu be suitably 
moderated in view of the handicaps suffered by the 
latter? 


6.21 In fact, what we call ‘merit’ in an elitist 
society is an amalgam of native endowments and 
environmental privileges. Mohan and Lallu are not 
‘equals’ in any fair sense of the term and it will 
be unfair to judge them by the same yard-stick. 
The conscience of a civilized society and the 
dictates of social justice demand that ‘merit’ and 
‘equality’ are not turned into a fetish and the 
element of privilege is duly recognised and 
discounted for when ‘unequals’ are made to run 
the same race. 
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Poverty Among Harijans : 
A Study of Causative 
Factors and Problems of 


Poverty 


- D. N. Kakar 
Social Science Research and Problem of Poverty 


The bulk of the developing world seems to be in 
the grip of poverty. This is what is shown by a 
World Bank study which states that approximately 
85 per cent of the 750 million poor in the 
developing world can be considered to be in 
absolute poverty. The remaining 15 per cent are 
judged to be in relative poverty having an income 
above the equivalent of 50 dollars, but below one- 
third of the national average per capita income. For 
the first time the study brought out the glaring 
truth that three-fourths of those in absolute poverty 
are in the developing countries of Asia, reflecting 
both the low levels of. national per capita income 
and the large size rural sectors there. It also 
brought out that of the population in developing 
countries, considered to be either in absolute or 
relative poverty, more than 50 per cent are 
estimated to live in rural areas.’ But even a 
country like the United States with the highest per 
capita income had a fifth of its population living in 
conditions of poverty’ in 1964. As late as in 1970, 
in the US, a family of four was considered poor if 
its income was less than 3,944 dollars a year. 
Undoubtedly, if we apply the same standard in 
India, probably 99 per cont of our population could 
be said to be living in a State of poverty.? 
Townsend, therefore, is tight when he suggests that 
“needs which are unmet can be _ defined 
satisfactorily only in terms relative to the society in 
which they are found.* Myrdal had also stated that 
economic problems must be studied in their 
demographic, social and political settings. He 
considered it especially necessary when, dealing 
with under-developed countries.* According to him, 
the economic data that exist are “so unreliable that 
not much significance can be attached to them. 
Actually the poverty of the nations of South Asia 
is too obvious to require statistical proof. 


All over the world, poverty is increasingly being 
defined in terms of insufficiency of basic needs. Yet 
such questions as to what are basic needs and 
what level of satisfaction can be considered as 
“enough” still await an adequate answer. No 
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wonder, norms of poverty differ from country to 
country. Even the criterion of basic needs ranges 
from “mere survival “to” average standard of living”. 
Yet many a scientist seems to agree on one point 
and that is those who are derived to such an 
extent that their physical survival is threatened are 
poor.®’* Incidentally, only a few Indian scholars 
have dealt with the problem of poverty in the 
Indian Cultural setting in sufficient detail.21%".'2 


In the Rowntree’s study of poverty, particularly his 
use of the concept of secondary poverty had 
enriched a great deal the notion of poverty 
because he had indicated that living in a state of 
poverty was not merely a matter of income." 
Mencher too was of the view that though income 
was the best single indicator of poverty, it would 
be of interest to conduct some studies appraising 
the levels of living, using a selected number of 
other criteria as independent variables. 


In the present study, we have tried to identify 
certain factors that seemed to have been 
associated with poverty among the Harijans in a 
medium sized village in the Ambala district of 
Haryana. At the time of our study, the village had 
a total population of 6,449, out of which 31.1 per 
cent were Harijans. We carried out detailed 
interviews with 165 Harijans families. Data were 
gathered on such varied aspects of their pattern 
of living as housing, sources of drinking water, 
drainage occupation, income, education and use of 
health services. The findings presented here deal 
only with certain selected causative factors, which 
we felt were associated with poverty. 


Factors Associated With Poverty 


The following factors seemed to have interacted 
with one another in ways that have kept the 
Harijans, whom we studied, entrapped in the inter- 
generational cycle of poverty. Each of these factors 
is discussed below under a topical heading. 


Poverty Life Style 


One significant finding of our study was that more 
than 70 per cent of the Harijan families lived in 
long-term poverty; and them were found to be 
living an unstable life. They faced the problem of 
“income insecurity”. They had few opportunities for 
earning a livelihood on a consistent basis. Thus, 
out of a total of 165 heads of households whom 
we interviewed 83.6 per cent were found to be 
working as labourers, either skilled or unskilled. 
Unemployment as well as underemployment had 
been a continuing problem of Harijans for decades. 
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There had never been an adequate number of jobs 
available to them, as most of them had little or no 
skills, they could get only seasonal or part time 
jobs and that too if they could work at all. Thus in 
an average Harijan family, even when both parents 
worked full-time at the minimum wage that was 
available, they found it hard to edge their families 
out of poverty. We also found that women were 
paid lower wayes than men. This was particularly 
true of older women. The employment problems of 
Harijans inescapably had a serious impact on the 
well being of their children. In the present situation, 
it seemed inevitable that their children would grow 
up in an atmosphere of poverty, frustration and 
despair. The majority of Harijans whom we met, 
had not reaped any particular benefit from the 
technological development that was taking place. 
Obviously, our national policy should aim at 
providing employment for all those who are able 
and willing to work and who find fewer 
opportunities to gain remunerative work in the rural 
areas. Moreover, the bulk of them (71.5 per cent) 
were illiterate (Table 25.1). In a majority of the 
cases (54.5 per cent) their wives too had to work 
either full-time or during the harvesting season 
(Table 25.2). On the basis of Dandekar and Rath’s 
classification, we estimated that about 70 per cent 
of the Harijan families, whom we studied, were 
living below the minimum level (Dandekar and Rath 
had considered a per capita expenditure of Rs. 
324, as necessary for a “minimum level of living” 
at 1968-69 prices).'° Even their children were 
strongly affected by their social situation; they 
remained badly handicapped by the corrosive 
effects of poverty as well as by the prejudices of 
the high caste Hindus. These handicaps continued 
to have a crippling effect on their morals.'* One 
may cure their poverty simply by improving their 
economic situation but the social problems that 
have been caused by it and which continue to 
handicap many of them would require a wide range 
of remedial services. At present, services in the 
health, educational and environmental spheres are 
too inadequate to bring about a Significant 
improvement in their social and economic situation. 
The Harijan children in particular need a great deal 
of attention to withstand many a conflict - ridden 
situation in which they are being brought up. The 
health workers, directly working with them, 
therefore, need special training to understand many 
complex and intricate problems of the poor 
Harijans. They also need to be trained to work 
with them in an effective manner, so that a 
positive change is brought about in their life style 
in the near future. Changes in those aspects of 
their life style which are intimately associated with 


poverty might be useful in helping at least some 
poor Harijans escape from their debilitating 
situations. Ultimately equal privileges or removal of 
inequalities alone would improve their lot. 


Poor Housing 


Inadequate housing is a major handicap of the 
poverty environment. Both caste prejudice and low 
family income had kept the bulk of Harijan families 
in highly deficient housing, much of which is 
substandard in terms of the recommendations of 
the Environmental Hygiene Committee (1950). The 
Committee had recommended that the houses in 
the rural areas should have a minimum of two 
rooms, constructed on a dry site with separate 
access and provided with sufficient security. It also 
had recommended that there should be provision 
for a separate kitchen with a paved sink or 
platform for washing utensils, a sanitary latrine, tap 
water for drinking, separate cattle shed and 
ventilation.'? Our findings reveal that more than 90 
per cent of the Harijans lived in kutcha or semi- 
pucca houses and as many as 76.7 per cent did 
not have the facility of a separate kitchen in their 
houses (Table 25.3). We had also tried to assess 
the availability of separate kitchen in relation to the 
number of rooms in the house. In this regard, it 
was interesting to note that 54.5 per cent of them 
lived in single-room houses and, of these 85.6 per 
cent lacked the facility of a separate kitchen (Table 
25.4). Thus the poverty environment in which they 
lived was highly discouraging and one of utter 
despair. As regards cleanliness, we found that as 
many as 70.4 per cent of them lived in houses 
which were insanitary and suffered from inadequacy 
of light and fresh air (Table 25.5). We also made 
an attempt to assess whether their houses had 
drainage facilities. Surprisingly, while so much 
stress had been laid on the implementation of 
environmental sanitation programme in the villages, 
as many as 78.2 per cent of the Harijan families 
had no drainage facilities whatsoever (Table 25.6). 
As regards their sources of drinking water, a 
majority of them (55.8 per cent) were still using 
open wells (Table 25.7). Despite so much emphasis 
on the programme of rural electrification, the bulk 
of them (80.6 per cént) still had no electricity in 
their houses (Table 25.8). The Harijans alone 
lacked this facility as the rest of the village 
population did not suffer this deprivation. However, 
regardless of the caste factor, most villagers still 
went to the fields for the purpose of defecation. 
Their children had often been seen defecating 
indiscriminately close to their own houses. Thus, 
the atmosphere in their houses remained polluted. 
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Needless to say that with the present pace of 
development, it would take years to implement the 
recommendations of the Environmental Hygiene 
Committee. 


Large Family Size 


It is generally assumed that poor people are more 
likely to have large families than persons at high 
socio-economic level. The social and economic 
situation becomes much worse when the large 
family size is also associated with low income, 
illiteracy, poor housing, etc. Some researchers hold 
the view that the outstanding reason for high 
fertility rates of the poor is just lack of family 
planning facilities..**' Our study, however shows 
that when free, readily accessible, well-run family 
planning services are established and the 
information disseminated on a regular basis, a large 
proportion of eligible couples are likely to make use 
of them. As many as 37.3 per cent of the eligible 
Harijan couples, who already had one or two living 
children, had accepted sterilization (Table 25.9). 
However, this should not mean that there was no 
opposition to certain contraceptive devices. But, by 
and large, a substantial percentage of the Harijan 
eligible couples had accepted family planning, 
presumably recognising the close relationship 
between large family size and such adversities as 
poor maternal and child health and continuing 
poverty. We also perceived that for at least some 
relatively educated parents, family planning had a 
special appeal because they felt that it offered 
them an opportunity to achieve a better way of life 
for themselves and for their children. Yet it should 
be stressed in all earnestness that the people 
whom we studied were more motivated by personal 
rather than public goals. Nonetheless, a much 
greater number of them is likely to adopt 
contraceptives and use them effectively and 
continuously if opportunities for advancement are 
simultaneously made available to them. Thus, the 
National Family Planning (Welfare) programme, by 
itself, is not likely to solve the problem of poverty. 
It certainly needs to be combined with good quality 
maternal and child health services and also with 
adequate employment avenues and opportunities. 


Poor Physical Health and Under-utilisation of 
Health Services 


Actually, many aspects of the poverty situation 
interact to create higher rates of poor physical 
health as reflected in a high incidence of gastro- 
intestinal infections as well as infections of the 
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upper-respiratory system. Again, among the 
outstanding causes of this are: inadequate housing; 
inadequate health service; poor nutrition: insufficient 
income and _ illiteracy. Elsewhere,”2 we have 
explained that nearly 70 per cent of the villagers 
in the development block, where we did our study, 
relied on the services of the registered indigenous 
medical practitioners. Earlier, we had witnessed a 
more or less similar pattern about the utilisation of 
health care services in rural Punjab.2324 


While systematically analysing, their use of services 
as Offered by different categories of practitioners, in 
relation to certain specified chronic non- 
incapacitating dysfunctions as well as Critically 
incapacitating dysfunctions, we found that a greater 
number of our respondents (57.5 %) were still 
relying on the services of the registered indigenous 
medical practitioners. And surprisingly, we found 
that & greater number of them applied them for 
the treatment of such critical incapacitating 
dysfunctions as severe dysentery; eye infections; 
severe sprains; cuts and bruises and asthmatic 
complications. Only 23 per cent of our respondents 
stated that they utilized the services of local 
primary health centre, for the treatment of the 
same dysfunctions.* This was so when the Health 
Centre was located close by and was functioning 
for a couple of decades. In fact, several health 
programmes of this Health Centre had remained 
seriously handicapped by lack of budget 
appropriations. Even the Community Health Workers 
(now called Health Guides), who had started 
working under the newly sponsored “Community 
Health Volunteers Scheme” had not been receiving 
their emoluments and drugs in time. All of these 
factors, directly or indirectly, had some bearing on 
the problem of poverty in this area. 


Erosion of Jajmani System 


Poverty among the Harijans also seems to have a 
close relationship with the erosion of the traditional 
Jajmani system_a system of social and economic 
interdependence. Traditionally,’ this system involved 
“food producing” and “non-food producing” families 
supporting each other in different ways, that is, 
while the former provided the food, the latter 
supported them with goods and services. Under 
this system, the patron carried on Jajmani relations 
only with those families whose services were 
required for ritual as well as non-ritual purposes. 
Their relationships essentially involved multiple kinds 
of payments and obligations as well as multiple 


* Detailed information on these aspects is given in the author's book “Frontline Indigenous Medical Practitioners, Health Volunteers 


and Health Care System (to be published shortly) 
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functions. Yet the broader and more durable 
relationships were essentially between specified 
food. producing families and those that supplied 
them with services. These relationships were 
durable, exclusive and multiple - durable because 
the links could be inherited on both sides; exclusive 
in that the food producing farmer was supposed to 
carry on such relations only with certain families; 
and multiple in that economic exchange was 
involved But economic exchange was only one 
facet of the Jajmani system, for there was always 
an exception of mutual support in such family crisis 
situations as {ood scarcity and sickness. Though 
cash and barter transactions had always been an 
integral elemental economy, the traditional Jajmani 
relations remained important because they entailed 
social and economic support. Now, because of 
technological changes, the traditional Jajmani 
system has virtually broken down. One 
consequence of the erosion of the Jajmani system 
is that the Harijan families can no longer look to 
their Jajmans for any material help, including food, 
even in times of extreme food scarcity. Thus, the 
kind of “social security” which a Scheduled Caste 
or a Harijan family earlier had, under the Jajmani 
system, is no longer available now. In the present 
situation, a Harijan labourer has to subsist on 
whatever he earns from his irregular employment. 
His wages are so meagre that he fails to provide 
a square meal to all members of his family on a 
regular basis. Thus, he lives in a poverty-stricken 
State, endlessly craving for a better future. In this 
regard, it may be worthwhile to quote P. C. Joshi 
who has recently drawn our attention to certain 
emerging features of India’s own transition from a 
pre-industrial social order in the contemporary 
period. While describing some of these features he 
stated that “the third feature of the new social 
system is that the traditional framework of 
community security and solidarity at the local level 
was eroded at a much faster pace than the 
creation of a modern framework under the 
sponsorship of the nation-state. The traditional 
society had a model of “shared-poverty” with the 
rich recognising some obligations lo the poor and 
then agreeing to redistribution of income from the 
rich to the poor. The new social system gives 
primacy to the principle of acquisitiveness and 
competitiveness rather than to sharing and 
cooperation among groups within the community”. 


Thus he stresses that “this institutional and moral 
vacuum adversely affects the poor sections much 
more than the richer sections. The corrosive impact 
of the “cash nexus” on social relations which has 


broken the traditional cohesion of the village 
community creates as serious problems of 
psychological adjustment and mental health as the 
disintegration of the traditional food system creates 
at the level of physical preservation and well- 
being”.”° 


Remedial Measures : Past and Present 


Let us now take a look at some of the remedial 


measures adopted by the Government. A close 
look at the major landmarks in the evolution of 
planned policies in regard to broad-based rural 
development, reveals in the following aspects : 


1. The Approach in the First Plan (1951-56) 
was based on Community Development as 
the method and rural extension as the 
agency. Major reliance was put on the Village 
Panchayat and Cooperatives and the chief 
change agent was the village level worker-, 


2. During the Second Plan (1956-61), major 
emphasis was on cooperative farming; 


3. The-Third Plan (1961-66) recommended a 
three-tier model of “democratic 
decentralisation’: 


4. The Fourth Plan (1969-74) included special 
programmes for farmers (SFDA); Marginal 
Farmers and Agriculturat Labourers (MFAL); 
Drought Prone Area Programmes (DPAP); and 
Crash Scheme for Rural Employment (CSRE); 


5. The Fifth Plan (1974-79) for the first time,’ 
introduced the concept of ‘basic minimum 
needs programme’. It laid particular emphasis 
on integration of all development programmes. 


Yet, the Sixth Plan document (August 1980) on 
Rural Development states that 48 per cent of the 
rural population or 239 million persons in 1977-78, 
were still below the poverty line. Of them, 130 
million were below 75 per cent of the poverty line, 
being the poorest of the poor. No wonder, the 
Plan’s anti-poverty objective includes a progressive 
reduction in the incidence of poverty and 
unemployment”. In a recent review of the Sixth 
Plan document, Guhan has brought out that the 
approach in the Plan to rural poverty eradication is 
(a) symptom based; (b) growth-reliant, (c) 
ameliorative, (d) gradualistic, (e) target oriented and 
that the instruments proposed as essentially (f) 
administrative.2” He rightly emphasises that “it is the 
relevance, meaningfulness and feasibility of this 
approach that has to be assessed. All this 
emphasises a great need for undertaking well 
planned field studies on these aspects in different 
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parts of the country, particularly under the guidance 
of trained social scientists. 


Obviously, a number of changes are urgently 
required for the alleviation of poverty in the country. 
We need basic changes in public attitudes, 
understanding and willingness to invest in people 
who through no fault of theirs have been left far 
behind by the technological development. We also 
need to make long-term investments in such 
vulnerable sections of our society as children, 
pregnant and lactating women. Nothing seems to 
be more important than providing adequate income 
support and a complex of health, nutrition, family 
welfare and social and environmental services. But 
these need to be offered in such a way that the 
poorest of the poor draw maximum benefit from 
them. Right now, the have’s” are having an edge 
over the “have-nots”, even in terms of drawing 
benefits from developmental schemes meant for the 
poor. We also need a fundamental change in our 
attitudes towards the poor Harijans and we need to 
see that those in the grip of poverty should be the 


first to receive benefits. o 


It is a pity that even modernisation has not 
narrowed down the distance between the elite and 
the poor in terms of availability of certain basic 
health and welfare services. A recently set up 
ICSSR-ICMR Study Group that aimed at evolving 
“An alternative strategy of health for all by the year 
2000 AD” goes to the extent of stating that the 
“difference between the elite and the poor in terms 
of provision and 0 accessibility of certain basic 
health and welfare services was as wide, say, 
some 200 years ago as it is today”. And it has 
probably accumulated enough evidence because it 
states that “the simple treatment of illnesses known 
at that time was available to the common man in 
all parts of the country because there was a wide- 
spread network of practitioners and local dais, a 
large-scale use of home care in which leadership 
was provided by men and women, and extensive 
utilisation of simple local or home-made remedies 
in day-to-day illnesses’. Besides, the “qualitative 
difference between this and what even a rich man 
could get in town or city was not large”. Today it 
is common knowledge that a substantial proportion 
of the poor are almost totally out of reach of the 
modern health care system and are still steeped in 
ignorance, illogical beliefs and superstitions - close 
associates of poverty. Thus, on the basis of 
findings of our study as well as on the basis of 
general understanding of the poverty situation in 
India, particularly in the rural areas, we are inclined 
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to agree with the ICSSR-ICMR Study Group 
conclusion that “Our Five Year Plans seem to have. 
been meant for increase of inequalities rather than 
for their reduction”. 


By way of conclusion we may simply reiterate what: 
has already been pointed out by the World Bank 
Study, and that is that “past strategies in most 
developing countries have tended to emphasise 
economic growth without specifically considering the 
manner in which the benefits of growth are to be 
distributed. The assumption has been that increased 
growth per se would lead to reduction in poverty 
as the benefits of expanding economy spread 
among the people”. This also seems to be one of 
the major shortcomings of the Indian anti-poverty 
strategy as laid down in the Sixth Plan document. 
Thus, as stated by the World Bank Study, a 
strategy for rural development must recognise three 
points : 


1. that the rate of transfer of people out of low 
productive agriculture and related activities into 
more rewarding pursuits has been slow; 


2. that the mass of the people of rural areas of 
developing countries face varying degrees of 
poverty; and 


3. that rural areas have labour, land and at 
least some capital which, if mobilised, could | 
reduce poverty and improve the quality of life. 


Our strategy of rural development, therefore, must 
aim at reducing poverty by increasing production 
while, at the same time, raising productivity and 
increasing employment opportunities for all under 
privileged sections of our society. 
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Table 25.1 
Respondents’ Educational and Occupational Status 


Educational Status 


re Tareas College 
Sener ato h eo! vO. Maen, See SP eintary Secondary & Above Total 
Skilled labour 81 2 2 : 85 
(95.2) (2.4) (2.4) (51.5) 
Unskilled | 
labour seta) a 16%) 39 ) 
Not working £ - . 2 
(100.0) na i 
Any other - 2 13 =, 20 
(10.0) (65.0) (25.0) (12.1) 
Total at eR oizg Hide gonuRnerve ng Cine: oronaaaei meatal 
(71.5 (14.5) (10.9) (3.1) (100.0) 
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Table 25.2 


Respondents’ Wives Educational and Occupational Status 


Occupational literate 
status Primary 
Seasonal 64 4 ae 
(91.4) (514) 
Fulltime 17 3 
(85.0) (15.0) 
Notworking 43 10 
(71.7) (16.6) 
Any other 4 6 
(26.7) (40.0) 
Total 138 23 
(83.6) (13.9) 
Table 25.3 
Type of Housing and Provision of 
a Separate Kitchen 
Separate Kitchen 
Type of Yes No. Total 
Kutcha 16 115 jou 
(T2272) (87.8) (79.4) 
Pucca 10 6 18 
(62.5) (37:5) (9.7) 
Semi-Pucca 12 6 18 
(66.7) (33.3) (10.9) 
Total 38 127 165 
(23.3) (76.7) (100.0) 
Table 25.5 
Housing Conditions and Number of Living 
Rooms 
Number of living Rooms 
Conditions One Two Three Four Total 
Clean, 2 5 4 2 ie 
lighted (15.4) (38.8) (30.8) (15.4) (7.8) 
& airy 
Clean, dark 13 18 a - 36 
and no air (36.1) (50.0) (13.9) (21.8) 
Dirty, lhe 30 - 6 116 
no air (64.4) (32.2) (5.2) (70.4) 
Total 90 58 9 8 165 
(54.6) (35.2) (5.4) (4.8) (100.0) 


Educational Status 


Secondary Total 
2 70 
(2.9) (42.3) 

20 
(12.20) 
(é 60 
iat?) (36.4) 
5 15 
(33.3) (9.1) 
14 165 
(8.5) (100.0) 
Table 25.4 


Number of Living Rooms and Provision of 
a Separate Kitchen 


No. of living Separate Kitchen 


rooms Yes No Total 

One 1 ree 90 
(14.4) (85.6) (54.6) 

Two 14 44 58 
(24.2) (65.8) 135.2) 

Three 6 3 9 
(66.6) (33.3) (5.4) 

Four and more 2, 3 8 
(62.5) (37.5) (4.8) 

Total 38 12d, 165 
(2323) (76.7) (100.0) 
Table 25.6 


Type of Housing and Provision of Drainage 


Type of Drainage Facility 
housing Yes No. Total 
Kutcha 7 124 131 
(5.4) (94.6) (79.4) 
Semi-pucca 13 3 18 
(83.3) (16.7) (10.9) 
Pucca 14 2 16 
(87.5) (12:5) (9.7) 
Total 36 129 165 
(21.8) (78.2) (100.0) 
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Table 257 
Sources of Drinking Water & Type of Type of Housing and Provision of Electricity 

2 ei EE Type of Provision of Electricity 
Sources of Type of Housing housing ie: pee: No Total 
drin i I gat Semi-pucca Pucca — ichticlie 4 127 131 
Well 87 2 3 92 (3.1) (96.9) (79.4) 

(94.6) (2.1) (3.2) (55.8) Semi-Pucca 13 5 18 
Public Tap 33 3 - 36 (72.2) (27.8) (10.9) 

(Qh) kB) (21.8) pucca 15 ’ 16 
Own tap/ - 5 2 7 (92.7) (6.3) ee (9.7) 
handpump (71.5) (28.5) (4.2) Total ae 133 165 
Shared tap/ 11 6 13 30 (19.4) (80.6) (100.0) 
handpump (36.7) (20.0) (43.3) (18.2) rh OOOO 
Total 6 oda1....- 16 16 165 

(79.4) (10.9) (9.7) (100.0) 
/ ..} 2 Ee os 

Table 25.9 


Distribution of Respondents’ Wives According to thelr Number of living Children 
and Use of Family Planning Methods 


ee means siete a 


Family Number of living Children 
Planning None 1-2 3-4 5-6 7-8 Total 
Natural 2 41 20 9 3 75 
(2.6) (54.7) (26.7) (12.0) (4.0) (45.5) 
Vasectomy - - 10 15 if 32 
(31.3) (46.8) (21.9) (19.5) 
Tubectomy - 1 9 16 2 28 
(3.6) (32.1) (57.1) (7.2) (17.8) 
No method used 12 6 4 6 2 30 
(40.0) (20.0) (13.3) (20.0) (6.7) (18.2) 
Total 14 48 43 46 14 165 
(8.5) (29.2) (26.1) (27.7) (8.5) (100.0) 
ccc SO 
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Poverty and Minimum 
Wages in India 
- T. K. Pachal 


Towards Social Transformation 
Published by Legal Resource for Social Action, 
Tamil Nadu 


In this paper the extent of poverty is discussed 
and those groups of the society suffering from 
malnutrition and hunger are identified. The Origin, 
criteria and motives behind minimum wage are 
documented. The problems. in implementing 
minimum wage rates are brought out and 
alternative suggestions are presented. 


Since 1960 many authors have written on the 
extent of poverty in India. The notables among 
them are :Srinivasan and Bardhan (1974), Bardhan 
(1970,1971), Bhatty (1979), Dandekar and Rath 
(1971), Mukherjee (1965), Vyas (1972), and several 
others. They have mostly assumed certain types of 
food yielding specific amount of calories as a 
normal requirement for an average, individual and 
that anybody whose average income fails to 
purchase the food yielding the above-mentioned 
calories leads to the conclusion that person lies 
below the poverty line. The studies mentioned 
above indicated an increase or a decrease in 


poverty but there was no confirmative reason to 
believe that things have changed for the better. 


In a recent exercise on poverty calculation in the 
6th plan, Gupta and Datta (1984) got the results 
included in Table 1. 


From the figures given in table 1 it is obvious that 
the number of people below the poverty line has 
been increasing. There are above 50% of the rural 
population and about 40% of the urban population 
whose calorie intake is lower than the amount 
required. Amartya Sen (1983) writes in his articles 
Can India Conquer her Weakness?. 


One of the major blots is the survival of regular 
malnutrition— as distinct from acute starvation and 
famines in most parts of india. At least a third of 
the rural population seems to suffer from nutritional 
inadequacies. The deprivation is especially common 
for landless rural labourers, whose entitlement to 
food in the market economy of india rests on their 
ability to sell their labour and buy food. Depending 
on the varying chances for employment and relative 
prices, a great many of those families remain 
hungry a lot of the time. This class of rural wage 
labourers has been the traditional victim of South 
Asian famines (e.g., the Great Bengal Famine of 
1943, the famine in neighboring Bangladesh in 
1974), while this class has not had to face a 
famine in post-independence India, it has had to 


Table 1 
Basic Statistics for Estimation of Poverty 


a ae ee ae a a aL a 5 Bae SS LS | ea eae Rm os m- - e) v cae <~ if ey EF LEE aT ae 


Year Poverty Ratio People below Rate of Growth 

Rural Urban Poverty line GDP at Total 

(Million) factor Private 
: Rural Urban . Total Cost Consumption 
at market 
price 

1960-61 56.8 47.9 202.21 37.36 239.57 6.86 6.86 
1961-62 56.2 45.9 204.23 37.00 241.23 3.55 1.86 
1963-64 53.8 43.4 203.47 37.24 240.71 3.69 2.31 
1964-65 47.4 42.9 182.68 38.01 220.69 7.88 8.70 
1965-66 49.9 48.0 196.30 43.97 240.27 -5.21 2.99 
1966-67 49.2 44.5 197.05 42.05 239.10 0.98 2.29 
1967-68 45.2 41.5 184.60 40.50 225.10 8.74 yA bs 
1968-69 48.4 39.4 201.88 39.75 241.63 2.69 2.98 
1969-70 46.8 37.3 198.85 38.83 237.68 6.35 3.79 
1970-71 47.8 36.7 207,13 39.53 246.66 5.56 6.25 
1972-73 50.5 40.1 228.26 46.52 274.78 0.24 0.39 
1973-74 47.6 40.7 219.91 48.84 268.75 4.70 2.69 
1977-78 i 38.2 254.92 53.86 308.78 4.91 4.33 
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live with regular malnutrition and endemic hunger” 
The rural landless laborers, the village artisans, the 
small and marginal farmers in rural areas and the 
workers in the unorganised sectors are the victims 
of perpetual poverty. In laissez faire economy the 
unorganised workers were always at a disadvantage 
in a buyers market of labour and were exploited to 
the maximum extent. 


In the year 1921 demanding for determination of 
minimum wages was made in the Bergal 
Legislative Council which was rejected by the 
Government of Bengal on the plea of inadequacy 
cf information and staff for the purpose. The 11th 
session of the International Labour Conference, 
edopted the Minimum Wages - Fixing Machinery 
Convention in 1928 with the ides to operate or 
maintain machinery whereby minimum rates of 
wages can be fixed for workers employed in 
certain of the trades or parts of trades (in 
particular in home working trades) in which no 
arrangements exist for the effective regulation of 
wages by collective agrement or otherwise and 
wages are exceptionally low. This convention 
created considerable interest in, and expectation of 
a statutory system of minimum wages but the 
convention will not ratified by the Indian Labour 
Commission. The Commission was opposed to an 
arbitrary fixing of minimum wages without regard to 
the comparative prosperity of industry or the 
ultimate effect on the economic structure of India 
as a whole. 


In 1937 Congress Governments were formed in 
several provinces and Labour Enquiry Committees 
were set up to examine the existing levels of 
wages and working and living conditions of labour. 
On February 4, 1938 the Centre Legislative 
Assembly adopted a resolution urging the payment 
of sufficient wages in industries receiving protection 
or subsides from the Government. The subject of 
minimum wages legislation was further discussed in 
different forums of the Standing Labour Committee 
and of the Indian Labour Conference. The Labour 
Investigation Committee was set up in December, 
1943. On the basis of the Labour investigation 
Committee report a draft Bill to fix minimum wages 
was placed before the seventh session of the 
Indian Labour conference held in November 1945. 
The objectives were to afford protection to the 
large numbers of demolished personnel and 
discharged war workers seeking employment in 
industries against a progressive lowering of wages 
which will be the inevitable tendency when, as 
seems likely, the supply of labour will be 
considerably in excess of demand The draft Bill 


was further discussed by a special sub-committee 
in January 1946. The Minimum Wages Bill was 
introduced in the Central Legislative Assembly in 
April 1946 and passed by the Assembly in 1948. 
The Act came into force on March 15,1948. It 
became the main legislative sanction for the fixation 
of minimum wages in employments where sweated 
labour is more prevalent or where there is a big 
chance of exploitation of labour. 


In general, there are four criteria for fixation of 
minimum wages. These are as follows : 


(1) The need of the Workers (with or without 
special mention of the needs of their 
families); 

(2) Capacity of the employer to pay the minimum 
wages; 


(3) Wages paid for comparable work elsewhere in 
the economy or, more generally, the standard 
of living of other social groups; and. 


(4) The requirements of economic development. 


The motive behind fixation of minimum wages had 
four purposes and they are : 


(1) To eliminate the sweating of labour through 
very low wages and hard conditions of 
. employment; 


(2) To protect from decline in real wages owing 
to the constant increase in the cost of living; 


(3) To eliminate unfair competition; 


(4) To use an instrument of a more general 
policy aiming at rapid growth and equitable 
distribution of the national income. 


But in practice as the National Commission in 
Labour (1969) points out; neither the advisory 
committees set up under the Act or nor the State 
authorities in charge of minimum wage fixation 
have followed a uniform set of principles while 
fixing or revising wage rates. They have mostly 
been going by their own assessment over which 
the prevailing rates of wages have a firm hold. 


In a labour surplus system, the prevailing rates of 
wages are likely to be low and combined with the 
inflation and increase in cost of living index may 
actually erode the real wages. The only way out 
seems to be creation of more demand of labour 
So that wages can be pushed up. One of the 
reasons for fixing minimum wages at the 
neighbourhood of the prevailing rates of wages may 
be to eliminate the resistance to implementation of 
minimum wages Act, wider the gap there is the 
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more prevalence of evasion to the Act even with 
very sincere inspection which is quite different 
constraints. The simple reason is that the laborers 
do not prefer the loss of earning although paid 
below the statutory rate to going without work. 


Minimum wages Legislation if of course a good 
handle for bargaining wages but where there is 
overwhelming more supply of labour than the 
demand of labour implementation becomes difficult 
specially in low wage is land like hill areas, 
drought areas. To increase the bargaining pewer of 
labour who are below the poverty line and 
evidently thee bulk of them belong to the 
scheduled caste and scheduled tribes, demand for 
labour has to be increased through alternative 
approach so that supply of labour becomes less 
than the demand of labour and this situation is 
maintained throughout the year. The integrated 
Rural Development program (IRDP) is one such 
programme to help people below the poverty line 
to cross it through resource allocation so that they 
can become independent and come above the 
poverty line. Another program called the National 
Rural Employment Program (NREP) is introduced to 
provide employment to rural laborers during a slack 
season for the creation of infrastructure of village 
economy. The IRDP requires lot of coordination 
and support at different level whereas NREP needs 
lot of microplanning. Give both the programme 
implemented properly, specially in low wage areas, 
minimum wages rates are likely to be accepted by 
all the employers without much official intervention. 
But there is no match to getting wages increased 
through unionization. By getting organized and with 
the availability of alternative employment the rural 
labour will not only be able to claim minimum 
wages as per rule.but they can also be create 
pleasure to revise the minimum wages against 
erosion of real income through inflation and 
increase in cost of living index. Agrawal (1984) has 
discussed on the organisation - of rural workers 
where he writes Great diversity of land holdings 
and peasants and laws and prevailing conditions 
have complicated affairs for emergence of strong 
peasant organizations. Unless ‘string unions are built 
up, there will not be much change in rural scene. 
Only direct approach can mitigate the problems 
although it will not solve it. The efforts should be 
as follows : 

(1) Land reforms should be implemented and 
surplus land should be distributed among 
the landless with appropriate input support for 
cultivation and marketing. 


(2) Illiteracy should be removed through adult 


literacy campaign. 


(3) Information about minimum wages and other 
government programme should be published 
among the target groups and efforts should 
be made to create an awareness among 
them through different agencies. 


(4) Enforcement of different programme should 
include atong with government /local bodies 
representatives, persons democratically elected 
from grass -root level and representatives of 
the beneficiaries. 


(5) Micro-planning should be initiated to meet 
the needs of the rural poor and it should 
be integrated with the central planning so 
that subsidised inputs are available to small 
and marginal farmers, rural infrastructure is 
created and alternative employments are 
generated. More emphasis on research in 
farming, in hill areas and desert areas should 
be encouraged to stop migration of labourers 
to other place Employment of migrant 
laborers should be regulated at state level on 
the lines of dock labour board system. 


(6) last but not least, the political will should be 
there for amelioration of poverty. With political 
will and policy of providing extensive social 
services, including distribution of subsidised 
cereals, may turn the table which may 
amount to less than just one years growth 
of GNP at India’s. 
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Table 


Average daily earning of men and women belonging to rural labour households 
engaged in different agricultural operations. 


Wages in Rupees For Agricultural Work 


Ploughing Sowing Trans- Weeding Harvesting All agri- Others. 
planting Operations 
1964 -65 

India 
Male 1.39 1.53 1.86 1.38 1.42 1.41 N.A. 
Female 0.88 0.78 1.00 0.81 0.87 0.89 0.92 
Maharashtra See 
Male 1.48 1.80 1.70 1.27 1.40 1.46 N.A. 
Female 0.89 0.79 1.07 0.71 0.75 0.77 0.78 
pe 1974-75 
Male 3.35 S72. 3.38 3.11 3.41 cig 
Female 2.35 2.60 2.50 1.95 2.39 2.29 


SS eee ee 
N.A. = Not Available 


SSNS oe: 
100 i im CC 


Dossier on Poverty Alleviation in Mahrashtra 


Poverty, Growth and 
Rural Labour Markets in 
India 


- Kalpana Bardhan 


Towards Social Transformation 
Published by Legal Resource For Social Action 


While growth is taking place in agricultural 
production,it is not using nearly as much labour as 
it could and should. The result is massive landless 
poverty and a significant constraint on non- 
agricultural growth. This is the contradiction which 
has emerged in the course of nearly three decades 
of agricultural growth in India which underscores 
the urgency of renewing or stepping up efforts 
along three fronts: the redistribution of land and 
non-land assets to the rural tand-poor for more 
self-employment; the organisation of the mostly 
casual wage-labourers in the sizeable informal 
sector, in direct alliance with the ‘exploitation 
neutral’ agents among students, intellectuals, social 
workers, school teachers and administrators; and 
stronger commitment to the provision of education, 
skill training and placement targeted at members of 
the landless labour families. 


One of the striking effects of the demographic, 
technological and structural changes that have 
taken place over the last three decades in India is 
the increaseg proportion of wage-labourers in the 
rural workforce. A related process is the rising 
incidence of intra-rural and rural-urban circulation of 
landiess and near-landiess labour, in an oppressive 
new process of spatial trickle down, with the 
increase in inter-regional economic disparity. The 
persistent poverty of the growing mass of rural 
labourers and small peasantry in the midst of the 
increasing prosperity of landed farmers is due to 
(a) increasing landlessness and the supply of land- 
poor labour increasing more than the demand, (b) 
the power and control that the landed employers/ 
creditors exercise in labour transactions, whether 
through extra-economic coercion or market power or 
a combination, and (c) the organisational weakness 
of the rural proto-proletariat in contrast with the 
organisational strength of the rural landed. 


The agricultural growth process in India, combined 
with the demographic pressure on land, has 
increased the pace of agrarian differentiation, 
increasing the proportions of employees and 
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employers relative to the family labour-based, 
-subsistence-oriented peasantry. Although the extent 
of the differentiation has not reached the Leninist 
logical extreme, and although peasant production 
has by no means disappeared, it is quite clear that 
first, the peasants’ dependence on wage- 
employment for survival has increased, and second, 
the: proportion of labour households that are 
landless (non-cultivating) has increased substantially 
since the end-fifties. Roughly half the agricultural 
wage labour force now comes from landless rural 
households. What has increased is not the 
percentage of households not owning say, 
agricultural or homesite land, but the percentage of 
small owners who have become labourers [Sanyal 
: 1988] either because their holdings grew too little 
through splitting and, being unable to get the 
needed supplementary landless or procure the 
needed material inputs, they leased out to large 
farmers on a crop-sharing basis or, more frequently, 
because they lost the use of the land in forced 
usufructuary mortgage. The percentage of rural 
households owning zero to less than 1 acre (in 
farmland and homesite) is very high in India, 44 
per cent in 1961-62 and 45 per cent in 1971-72, 
which reflects the failure of land reform, the sub- 
division of holdings under demographic pressure, 
and the growing partial alienation of poorer 
communities from land. 


The demographic pressure on land and the 
decreasing rural land-people ratio has weakened the 
sufficiency of the case for land redistribution to end 
rural poverty, heightened the need for land 
augmenting technology, special programmes for 
small farmers and rural industrialisation, even if a 
significant land redistribution programme could be 
implemented today. Although the potential for 
labour-intensive growth in yield per acre is 
immense, labour absorption has been constrained, 
compared to east Asia and China, by the. 
concentration of farm-size distribution. Concurrently 
with the agricultural growth process, and partly 
because of it, the operational concentration of land 
has increased in the middle range at the expense 
of the small peasantry, especially tenants with very 
little land of their own. The increase in the 
landless and near-landless proportion of rural 
households has offset the effect of growth on the 
rural labour market in some regions, and reinforced 
the effect of stagnation in others. The concentration 
of land and other productive assets, and the 
sluggishness of rural non-agriculture has also 
aggravated the effect of the demographic factors to 
make the supply of rural wage-labour rise far more 
than the demand. 
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Even after one has taken into account the 
structural, technological and demographic factors 
underlying the disparity of the shift in labour supply 
and demand, questions remain about the labour 
market processes. For neither the framework of 
perfectly competitive markets nor the framework of 
institutionally fixed subsistence wages within patron- 
client relations adequately explains the rural labour 
relations and the evidence of changes in labour 
relations in an agrarian economy that is 
substantially commercialised as _ well as 
proletarianised. Studies on the labour-market 
institutions, on the dynamic relationship between 
market forces and market institutions, show that 
transactions interlocking labour, credit, land lease, 
etc. are common instruments not just for diffusing 
weather and market risks (Binswanger and 
Rosenzweig:1984) but also for the land-owners 
gaining market control (Bardhan:1982). 


The agricultural labourers and marginal peasants 
are poor not just in land and other productive 
assets, but also in organisation. “The big 
landowners not only constitute a class-in-itself but 
also a class-for-itself’, Rudra (1988:499) notes, 
“highly conscious of their power and privileges and 
quite well-organised to defend and further their 
interests... By contrast, the agricultural workers do 
not as yet constitute a class-for-itself. They are 
also not organised in such a way as to defend 
their interests as a class”. “In classical Marxism”, 
Erik Wright (1983 : 123) notes, “the relationship 
between class structure and class formation was 
generally treated as relatively unproblematic. In 
particular, in the analysis of the working class it 
was usually assumed that there was a one-to-one 
relationship between the proletariat as structuraily 
defined and the proletariat as a collective actor 
engaged in struggle... Neo-Marxist class theorists 
have argued that there is a much less determinate 
relationship between the two levels of class 
analysis... that class struggle is in the first instance 
a struggle over class before it is a struggle 
between classes.” One effect of ‘clientelisation’ of 
the agrarian labouring classes through personalised 
interlocking of multiple transactions is to atomise 
them and depress the process of their organisation 
for collective bargaining and class formation, inspite 
of the vast increase in their numbers in recent 
decades. The incidence of labour-tying is 
remarkably less in the relatively more unionised 
rural Kerala. The few cases.of unionisation of 
agricultural labourers in India deserve to be studied 
carefully to gauge the importance of collective 
Organisation for modifying the effects of the 
demographic and structural factors, for resisting the 
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market power of the propertied, and for engaging 
the state in measures to countervail the control 
that landowners can wield against labourers and to 
ameliorate their poverty. 


Because labour is basically unlike other 
commodities, the control of. labour process is 
crucial in pre-capitalist as well as capitalist 
production systems. In capitalist agriculture, with 
technological innovations and productivity increases, 
the labour-tying devices are used not so much to 
depress the absolute level of wages as to control 
the labour process. Apart from the need to ensure 
timely supply, which is obviously important in 
seasonal agricultural operations, specially with 
multiple cropping, the inescapable fast is that labour 
is not just another commodity. The quality of 


fertiliser or service of a tractor can be objectively 


determined. But the quality of the labour input, 
which the capitalist wants to think he is buying just 
like anything else, is determined not just by skill, 
muscles, intelligence, age, even sex, things which 
he can screen, but also by thought, feeling and 
volition, by a sense of alienation and discontent, 
wilyness and_ rebelliousness. Hence the 
undiminishing need under capitalism for using all 
kinds of mechanisms to control and manoeuvre the 
labour process, including incentive wages. Since a 
large variety of tying and bondage mechanisms has 
already been perfected under agrarian feudalism 
over the centuries, it would be surprising if 
capitalist farmers did not harness those time-tested 
control mechanisms and clientelising institutions for 
their profit-making interests merely because these 
were originally used by absentee landowners and 
feudal merchants for other purposes. 


Credit-tied labour contract under capitalism may be 
based on mutual needs, rather than extra-economic 
coercion, but the employer-creditor's power in the 
village factor markets and the land-poor labourer’s 
lack of options, the twin products of the unequal 
distribution of assets, make it an unequal 
exchange. The role of credit for managing risk and 
subsistence deficit, and the pauperising outcome of 
its deployment, is highlighted in drought-prone areas 
with unstable production and severe seasonal 
unemployment. A succession of bad years reduces 
a peasant into a labourer due to his need for 
credit and the credit monopoly of those adapted to 
the risks and in turn exploitative (Jodha : 1981). A 
family crisis in the form of death or disease, with’ 
the funeral or medical cost, puts a small owner- 
cum-tenant cultivator on a similar debt treadmill of 
rent and labour exactions, which is the most typical 
proletarianising process in India. The credit need of 
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the land-poor to tide over the slack season is 
particularly severe in the economically stagnating 
regions, and aggravated by the increasing 
monetisation of the wages of agricultural labour and 
the rising prices of staple food grains. What is 
needed is not only the reduction of small peasants’ 
production risks through water and drought-resistant 
seeds, for example, and counter-seasonal earning 
options but also alternative credit sources for the 
land-poor, generated in the form of public supply or 
mutual fund. aes.) 


Since interlocking of labour transactions with lease 
or credit transactions, on terms controlled by the 
skewed ownership of land and capital, is a 
pervasive feature of the rural labour market, not 
just confined to the: precapitalistic crore labour, the 
question of its. effect on growth and distribution has 
rightly engaged much debate. One position is that 


the rural power structure generally, and the market- ° 


interlocking institutions specifically, constitute a 
barrier to growth, a major cause of under-utilisation 
of resources and failure of capitalist growth to 
spread rapidly, since it is through. technological 
backwardness that small tenants and near landless 
labourers. are kept abjectly dependent on usurious 
credit (Bhaduri:1983). The other position is that the 


credit tying affects the distribution of the gains from — 


growth rather than the occurrence of growth itself, 
that credit-tied labour and tenancy contracts are 
easily tailored to accommodate technological change 
and take advantage of policy incentives (Bardhan 
and Rudra:1978). The landpoor labourers’ and 
tenants’ credit needs - to cover the regular 
seasonal subsistence deficit and the occasional 
_ family crisis - are exploited, and the process 
involves depressing the wages rather than 
disinducing the adoption of innovations. Asset 
concentration generates market power and skews 
the distribution of the fruits of growth, but it may 
not absolutely block the growth itself. It is noted 
that in areas experiencing agricultural growth, or 
urban growth generating alternatives for the -rural 
landpoor, the traditional forms of bonded labour and 
hereditary debt obligation often become replaced. by 
voluntary contracts with tie-ins. It is not just 
‘primitive accumulation in backward agriculture’ that 
relies on ‘the compulsions: of debt’, but also 
capitalist agriculture using technological innovations. 
In this analysis, the agriculturist money lenders can 
easily manipulate the interlocking of market 
transactions in response to changes in technological 
options, even actively deploy it for adopting those 
‘changes. It has not blocked growth as such, but 
undermined labour’s bargaining position despite the 
immense size of the rural proto-proletariat, and kept 


agricultural labourers and the small peasantry 
impoverished despite substantial agricultural growth, 
as in Punjab, Haryana and Tamil Nadu. By 
focusing on the structural link between asset 
concentration. and the market-interlocking power of 
employer-creditors, the analysis does point to a 
certain allocative inefficiency. Labour-tying institutions 
cease to be ‘feudal remnants’ when they are 
adopted in the interest of the surplus extraction 
with technological change and become useful to 
agrarian capitalism, but that does not amount to 
saying (quite the contrary!) that agrarian socialism 


would not have been more growth-efficient. The 


agricultural growth rate could.be higher if the 


distribution. of land and water was more equal, with 


some degree of co-operativisation, and public 
policies were geared to reducing the inequality of 
land, capital, education and know-how.. Lesser 
concentration of land and other, productive assets 
would have not only controlled rural poverty, but 
also been growth-efficient in an agrarian context: of 
high man-land ratio. Unhampered by India’s 
alienation of land from labour, China managed to 
make more advances in the use of fertilisers, 
irrigation and multiple cropping than India 
(Wong:1987). There is little disagreement ‘that the 


dynamic efficiency of resource allocation §is.: 


constrained by land concentration and unequal 
market power. The disagreement in the institutions’ 
debate is about whether such constraints 
characterise not just ‘semi-feudal’ ‘primitive 
accumulation but also agrarian capitalism in India. 
In terms of the framework for ‘non-immiserising” 
agrarian policy, Bhaduri’s analysis stresses the need 
to aggravate the interests among the ruling agrarian 
classes (farmers as opposed to: the. moneylenders- 
cum-traders), while the analysis of Bardhan and 
Rudra stresses the need to accelerate’ the class 
formation of the landless and the near landless. By 
pointing out the adaptability of precapitalist 
institutions to the needs of capitalism, under 
unequal distribution of assets and organised power, 
the latter is certainly not suggesting its desirability, 
but rather the priority of active organisation of land- 
poor labourers and petty producers. Programmes of 
alternative employment and institutional credit 
targeted at the land-poor, and some land 
redistribution, are useful in this analysis for 
detaching labour from credit transactions and 
organisation of the landpoor to pursue their own 
interests. y 

Contractual tying of labour under agrarian capitalism 
deploys the control of land’ anc credit to control 
the labour process to the advantage of profit- 
making, unlike involuntary servitude under feudalism 
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which seeks absolute extraction of surplus by 
preventing labour from being marketed. Although 
contractual labour tying has accompanied 
technological change and productivity growth, and 
hence cannot be said to have blocked growth, iio 
one is saying that it has no growth-constraining 
effect at all. The growth rate is constrained not 
only by the allocative inefficiency of unequal market 
power, but also by the public-resource cost of 
poverty amelioration, and the internal market 
depressing effect of massive poverty. Power 
structure affects growth through its effect on 
distribution. An inequitous growth process is self- 
constraining. 


Vertical ties between landowners and labourers 
have adapted to, not disappeared with, agricultural 
growth in India, even in eastern India. Initiated by 
enterprising farmers individually, the vertical ties also 
help their collective interest by blocking the 
organisation of landless labourers. The traditional 
forms of patron-client relations anchored in social 
hierarchy, and enforced by extra-economic 
sanctions, are replaced by market-based labour 
transactions, but these are personalised and 
vertically controlled. The asymmetry of wealth, 
market power and organisation between employers 
and labourers is reinforced by the labourers’ options 
being severely constrained by lack of access to the 
means of production, education, skills and job 
opportunities. The access to better jobs or means 
of self-employment and the related wherewithals 
remains stratified, even as non-farm job 
opportunities multiply in urban-industrial and within 
rural areas. Landpoor harijans and adivasis remain 
concentrated in the lowest-paid ranks of farm 
labour and a variety of coolie labour. Upwardly 
mobile migration is largely structured by pull factors 
that tend to correlate with disparities in education 
and material assets. In economically advanced 
regions, the stratification of access to jobs and 
wherewithals may be less severe, but still 
prominent. The need is crucial for programmes of 
employment and institutional credit targeted at the 
landpoor especially in disadvantaged communities 
and in underdeveloped regions. Some rural banks 
in Maharashtra now give interest-free loans to the 
lancless, adjusting repayment against wages earned 
from rural public works; crop loan schemes linking 
credit recovery with sales to procurement agency 
exists in a few cases; loans for livestock purchases 
in some cases can be repaid by milk delivery to a 
dairy cooperative; subsidised food rations for the 
rural landless exists in Kerala. These .cases, though 
still isolated, are instructive as feasible alternatives 
to dependence of the landpoor on credit from 


employer, landlord, merchant, separately or 
combined. This is important in both Bhaduri's 
analysis and in Bardhan and Rudra’s analysis: in 
the former, promoting capitalist dynamism by 
creatina competition among the agrarian ruling 
classes; in the latter, facilitating agrarian proletarian 
organisation by weakening the capitalist dominated 
interlocking of market transactions. Capitalist 
exploitation evidently is not a sufficient condition for 
generating proletarian class formation. 


Despite the distinction conventionally made between 
‘power structure’ analysis and ‘market imperfections’ 
analysis of rural poverty, most of the evidence 
reveals interconnections and convergence points 
between structural inequities and either market 
power or market failure. We see institutional and 
political process reinforcing asset inequalities.: We 
see the market -related causes of both inefficiency 
and inequity: small farmers being hampered by 
credit market failure with collateral and information 
problems, credit-tying or debt-bondage to control the 
labour process, market-interlocking transactions, 
social barriers in access to the new opportunities, 
which combine to produce chronic deviations from 
the competitive outcomes for factor utilisation and 
for income distribution. The rise in foodgrain prices 
in India, despite substantial growth in production, 
has eroded the small money wage gain for the 
unorganised majority of the food-buying poor, 
without the benefit of subsidised food rations and 
indexation of wages with cost-of-living increases. 
Prices of major foodgrains in recent years has 
been strongly influenced by the farmers’ organised 
political power, enhanced by the ‘green revolution’. 
The rural labourers’ political voice is dampened not 
just demographically but also by the atomisation 
and the lack of class organisation in their ranks. 


This paper is on the relationship (a) between the 
structural technological changes in agriculture and 
the modality of agricultural labour (family labour 
versus wage-labour), (b) between the agricultural 
growth process and the labour relations, and (c) 
between labour relations (or the labour-market 
institutions) and poverty. The problems of the poor 
as labourers are different from those of the poor 
as self (or family) - employed, and they call for 
somewhat different policy measures and 
organisational strategies. Besides, when the labour 
market is segmented, the access to employment 
opportunities and marketable skills stratified, and the 
institutions of socio-cultural hierarchy interact with 
the instruments of economic power and market 
control, we cannot expect that the labour-market 
institutions will adjust spontaneously and promptly 
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to the niawth in production and labour demand, 
without the help of struggle in the socio- political 
arena to challenge the structure of organised 
power. 


| Agricultural Growth and Rural 
Proletarianisation 


The size of the rural wage-labour force in India not 


only exceeds, far exceeds in fact the urban wage-. 


labour force,? but over the past two decades it has 
increased relative to the self (family) - employed 
workforce. Between 1964-65 and 1974-75, the flush 
period of India’s green revolution’ and also peak 
population growth, the number of primarily wage 
dependent rural households with little or no land 
nearly doubled from 18 million to 25 ‘million. 
According to the NSS estimate of usual-status (or 
main) workers, by 1977-78 there were 62 million 
agricultural labourers as against about 100 million 
cultivating peasants. In the irrigated paddy regions 
of south and east India, with status signifying 
avoidance of manual farm work, the proportion of 


wage-labourers in the total agricultural workforce is. 


higher than the two-fifths national average; as high 
as two thirds in Tanjore district for example. The 
percentage of casual labourers among the rural 
male workers (main.plus marginal) increased from 
22 in 1972-73 to 26.7 in 1977-78, to 28.8 in 1983. 
In the female case, the percentage of casual 
labourers was higher, increasing from 31.4 in 1972- 
73 to 35.1 in 1977-78, to 34.7 in 1983.° 


Even earlier, at the turn of the century, India had 
a sizeable agricultural proletariat,* unlike China and 
the east Asian. countries. The causes’ are intensely 
debated, and variously characterised as the 
traditiona! hierarchy of privileges that historically 
barred the shudra castes from owning land, the 
early-nineteenth century ‘de-industrialisation’ from 
colonial trade that threw. artisans into the ranks of 
labourers, the British-Instituted land-tenure and 
property laws that allowed peasant land to be 
foreclosed by moneylenders, and the acceleration of 
population growth over the nineteenth century. 
Although some of these factors are paralleled in 
the recent experience of the last two decades, 
there are some major differences in degree. 


The recent upsurge in rural proletarianisation has 
arisen from a combination of three factors:(a) rapid 
population growth on a slower growing land-and- 
water base, (b) agrarian structural changes 
concurrently with population growth, and (c) the 
push pull effects of the increasing regional 
disparities, working through intra- rural labour 
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migration and through displacement and labour- 
market influx of the formerly self- -employed. The 
displaced and the mobilised landpoor mostly 
entered the’ farm labour market in areas 
experiencing agricultural growth. The outflows from 
there to other occupations inside or outside rural 
areas are weak in the case of the !andpoor, the 
ways up and out narrowed by their educational and 
resource deprivations. Relatively few from the 

_ landpoor labour families are to be found in non- 
traditional rural:jobs or in semi-permanent pull:iype 
rural-urban migration. | 


The direct employment effect of the water-seed- 
fertiliser based innovations, inherently land- 
augmenting and scale-neutral, has been offset by 
the effects of farm-size concentration and 
mechanisation by large farmers. Comparisons of 
farm-management data among districts, farm sizes, 
crops, and overtime-consistently show positive 
employment effects of these innovations, with the 
effects of other factors controlled. T,he slack 
seasons are activated with multiplé cropping, and 
labour requirement per acre intensified for the peak 
operations along a tighter rotation schedule. 


How the employment generated affects wage rates 
and level of employment per labourer depends not 
just on the extent of input’ use (the size of their 
direct employment effects), but also on the supply 
shifts in the labour market arising from land- 
distribution structure and demographic ‘change, and 
on the labour-hiring institutions. The. supply of rural 
wage-labour has expanded from both structural and 
demographic ‘factors. The rising proportion of wage- 
labour in the agricultural work force is composed of 
three elements: the ex-tenants and ex-artisans, the 
influx from depressed and deforested rural regions, 
and the market entry of the formerly discouraged 
labour supply. 


Responding to the increased scope for profitable 
farm investment, and reacting to the tenant 
protection legislation in the decade following 
independence, landowners increasingly resorted to 
farming with hired labour instead of leasing out. 
Where small tenants remained, they effectively 
became labourers, their short-contract oral lease 
serving as incentive wage. The security of tenure 
and regulation of cropshare rent existing in law 
remain ‘unimplemented, except where tenants 
managed to get registered, in areas of large 
~ commercial tenants. (Karnataka) and in areas with 
a history of tenant movement (parts of West 
Bengal). In most areas, small owners faced with 
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reduced access to landlease and inputs, either 
leased out to large farmers with better access to 
irrigation and purchased inputs or they held on only 
by increasing their participation in wage-employment. 
While the evicted small tenants and members. of 
households owning or operating too little land 
entered the rural labour markets, the increasing 
operational concentration of land and the 
intensification of agriculture increased the hired 
proportion of total farm labour input, especially in 
areas with strong cultural propensity to withdraw 
family members from work in the fields. The 
distribution of cultivated areas in India in the past 
two decades has moved in favour of the middle to 
medium-large farmers. The number of rural 
households not farming any (owned or rented) land 


increased from 10 million in the mid-sixties to 13 - 


million in the mid-seventies. The number of small 
and marginal farmers, roughly those with less than 
2.5 acres, increased from 20 million in 1960-61 to 
50.5 million in 1980-81, while their average size 
decreased from 1.1 to 0.9 acre, with the stretching 
of the tail end, and their access to the yield-raising 
inputs increased the least. The number of middle 
to large farmers, operating 2.5 to 25 acres, 
increased from 27 to 37 million between 1960-61 
and 1980-81. Though average farm size in this 
range has not risen much, each acre has become 
far more valuable as a factor of production with 
the largest increase in yield per acre in their case. 


In many economically stagnating or drought-prone 
rural regions, chronic seasonal unemployment and 
subsistence crisis have combined with the rising 
incidence of near-landlessness to produce an 
increasing stream of circular migration for contract 
work in prosperous agricultural areas and in rural 
and urban construction projects. This kind of hard- 
pressed mobility of rural labour as a survival 
strategy, to resist precipitous proletarianisation, 
usually does not reduce exploitation, but merely 
changes the agents and the mechanisms of 
exploitation and stalls dispossession only for a 
while (Breman:1985). Migrant workers. are 
unorganised, removed from the employer by 
middlemen and contractors, to whom they are often 
loan-bonded, travelling and working under extremely 
stressful conditions, their families and community 
networks eventually splintered in the process. 


Apart from those displaced from self-employment 
and the migrants from the depressed to the 
growing rural regions, there is evidence of labour 
supply locally flushed out by agricultural growth 
from landpoor households generally and specially 
those previously employed in traditional non- 


agricultural occupations. From _ inter-district 
comparisons for 1962-65 to 1972-75, Bhaduri and 
Alagh (1978) found that districts with rising yields 
per acre typically experienced a_ roughly 
compensating increase in the number of male 
agricultural workers per 100 acres, thus holding the 
productivity per worker at near-constant level. 
Occupational shifts within a district is regarded .as 
the main source of this kind of adjustment within 
a high-growth district. The districts with poor 


agricultural performance, in spite of some seasonal 


outmigration, did not experience a corresponding 
decrease in the ratio of agricultural workers to 
cultivated area. 


The growth of new kinds of rural non-agricultural 
employment can be seen working as a ‘pull’ factor 
for those somewhat above the poorest strata. 
Administrative service and industrial jobs in the 
growing rural areas are pulling away members of 
farmer, artisan and trader families, those with some 
education or skills, saving or access to capital. The 
out-migrants for urban jobs, as well as the army 
and police recruits, are also mainly the young 
educated from landholding families, as Oberoi and 
Singh (1980) noted in the case of Ludhiana district, 
while the in-migrants are mostly landless labourers. 
Long-term urban migration by rural labourers is 
relatively small for both developed and backward 
regions. 


Increased inter-regional disparities in agricultural 
development has also mobilised considerable intra- 
rural seasonal migration of labour, although it has 
not made a significant dent in landpoor poverty in 
the stagnating or drought-prone regions. Short-term 
migration, often over short distances, does not 
show up as a significant adjustment factor in inter- 
district or inter-state comparisons of resident worker 
data. Migration arranged by contractors for 
harvesting and construction work usually comes 
from longer distance, but most of them are circular 
or return migrants from small holding families, 
battling precipitous decline into complete 
proletarianisation with the help of this hard-earned 
cash (Breman:1985). 


The advanced villages tend to receive an inflow of 
farm labour during the peak harvesting and planting 
seasons, while the smaller outflow that they 
experience goes mostly into non-agricultural 
employment. Proximity or access to non-agricultural 
Opportunities is greater for agriculturally ueveloped 
rural areas (Bardhan and Rudra:1980). The villages 
with very little irrigation and low cropping intensity 
often experience labour outflows even outside the 
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dead season, going for short-term casual contract 
labour in prosperous agricultural regions and in 
construction labour. Short-term intra-rural migration 
serves as a labour market adjustment mechanism. 
However, as ‘trickle down’ processes go, the inter- 
regional kinds is less efficient than public 
investment supporting dispersed growth and poverty 
targeted programmes in rural regions lacking 
economic growth relative to population growth. The 
regional disparities in agricultural growth 
performance since the midsixties are explained 
partly by regionally concentrated public investment 
policies starting with the IADP (if not earlier with 
the irrigation investment in colonial times) even if 
regional differences in agrarian class relations are 
both significant and decisive (Bhaduri:128). 


The proportional shift in India’s agricultural 
workforce from family-employed peasants to wage- 
labourers has been particularly pronounced for the 
female in the rice-growing states. In both 1971 and 
1981 census, half the female workers in India were 
agricultural labourers, as against a fifth of the male 
workers. In states like Andhra Pradesh and Tamil 
Nadu, with above average landlessness and 
traditionally larger use of female labour in 
agriculture, nearly two-thirds of the female 
workforce by 1981 were agricultural labourers. In 
1981, two-fifths of the agricultural labourers in India 
were female, as against one-third in 1971. The 
number of agricultura! labourers (by main 
occupation) increased by 7.5 million between these 
two years, two-thirds of which was female. The 
increasing female proportion of the low-wage, 
mostly casual, 

and seasonally fluctuating agricultural labour, as 
also in construction and coolie labour, reflects not 
just the rising landilessness, but also the poorer 
work options for the female poor. 


Labour Absorption in Agriculture 


Per acre labour absorption and yield rates in India, 
.despite the two decades of irrigation-led growth are 
still fractions of those in Japan®> and other east 
Asian countries. The number of agricultural workers 
(farmers and wage-labourers), per hundred cropped 
acres was about 30 in India in 1981, roughly half 
the number in China and 40 percent of that in 
pre-mechanisation (mid-fifties) Japan. In both China 
and India land people ratio decreased over the last 
three decades. By 1983, rural population per ° 100 
acres of agricultural land was 137 in China and 
201 in India.. But as Wong (1987) notes, China 
managed to do a better job of producing an 
increasing amount of food from a smaller amount 


of land per worker. The intensification of cropping 
practices and of the cropping cycle itself over time 
has been greater in China. Over the period 1964- 
1973, the average annual growth rate in labour per 
acre in. wheat units was 2.18 per cent in China 
and 1.09 per cent in India. Over the period 1964- 
1983, covering the post-1978 spurt in China 
following the Household Responsibility System and 
the levelling off of the wheat-based ‘green 
revolution’ in India, the increase in labour per acre 
was at the rate of 2.12 per cent in China and 
0.79 per cent in India. 


The reasons for the underutilisation of abundant 


labour in india, and the determinants of cross- 
sectional variations in labour use observed’ within 
the country, have been investigated by a number 
of studies during the late sixties and the seventies. 
One of the explanations for the lower intensity of 


_ the explanation for the lower intensity of cultivation 


is India’s agro-climatic difference from the east 
Asiane and the Chinese cases. Higher 
temperatures,lower average annual rainfall in India 
mean greater need for the ‘more expensive ground 
water irrigation and extensive systems of storage- 
based irrigation for the longer dry seasons. The 
replicability of the much-acclaimed Chinese record 
of small-scale irrigation works is limited in the 
Indian case, because of not only the structurally 
constrained capacity to. mobilise . seasonal 
unemployment .at low cost for communitarian 
irrigation projects, but also the greater need for 
public investment alongside in large works to 
harness the unruly rainfall. Only a third of India’s 
total planted acreage now receives irrigation (from 


public, private and communal sources) though the 


irrigated area has more than doubled since 
independence. 


Within this overall constraint, however, analysis of 
cross - sectional variations and changes over time 
in the labour absorption rate reveals four 
determining factors: the irrigation and material 
inputs factor, the farm - size factor (the operational 
concentration of land), the crop composition factor, 
and the mechanisation factor. 


Total as well as hired inputs of labour per acre are © 
positively responsive to the levels of irrigation, 
multiple cropping, and the use of high-yield seeds 
and fertilisers. The response is significant in inter 
farm, inter village, inter district and inter temporal 
analyses, especially in comparisons within a roughly 
homogeneous agro-climatic context and crop 
pattern, adjusting fir differences in farm size and 


Regional and Sector Specific: Impact of Poverty 


I 


machine use ( K Bardhan: 1976). India is a 
largely semi-arid country, except for the eastern 
regions, the coastal rim and the Himalayan foothills. 
A third of total planted area receives less than 30 
inches of annual rainfall. The average precipitation 
during a normal year is about 47 inches, two thirds 
(29-30 inches) of which falls within a short period 
of less than 100 days, much of it agriculturally 
unutilisable, if not destructive as soil-eroding runoffs 
and floods, unless stored for the drier months. 
Irrigation is crucial not only for protecting yields 
from delayed and sub-normal rains, but also for 
multiple cropping high-yield seeds and the labour- 
intensive wet cultivation. Irrigation and its growth 
so far have been very unequal regionally. In the 
early seventies following the onset of rapid 
agricultural growth, the districts with highest yields 
with one-sixth of the nation’s gross cropped area 
is accounted for one-third of its irrigated area. 
While the lowest-yield districts with one-third of 
nation’s gross cropped area is accounted for only 
a tenth of irrigated area (Bhalla and Alagh:1979). 
More than three-quarters of India’s 281 districts did 
not practice intensive farming methods to any 
significant extent due to some sort of irrigation 
problem. 


The recognised priorities are to allocate more public 
investment in extending the capacity in rain fed 
and semi - arid areas, and to improve the 
allocation and utilisation of surface irrigation in the 
high-capacity areas. The first task is resource 
constrained with the political difficulty of taxing the 
beneficiaries of existing public works, and the 
structural difficulty of mobilising local resource to 
generate communitarian water systems. In much 
of eastern India, small and fragmented holdings 
pose additional difficulty in tapping the regions 
abundant groundwater. For small farmers generally, 
and those situated at the tail end of canal irrigated 
areas specifically, pooling for tubewell-and-pump is 
a solution not yet adopted widely. As for the 
second task, there is some shift in policy emphasis 
towards making better use of existing capacity with 
more sophisticated water control in the command 
area, such as change from the continuous flow to 
rotational delivery to save water, improve tail-end 
availability and minimise yield loss from drought by 
means of spreading the shortage (Wade: 1980). 
The small farmers, often at the tail end and unable 
to supplement with private irrigation, are hampered 
in adopting better cropping patterns even in the 
canal-serviced areas. The purely engineering 
measures and bureaucratic management remains to 
be supplemented by local organisation of rational 
allocation below the canal distributary outlets, field 
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channel maintenance, and remedies for conflicts, 
misappropriation and ‘waterlordism’. Village-level 
corporate response to a given water constraint 
tends to be influenced by the distribution of land 
ownership in relation to proximity to the headreach 
positions (Jayaraman : 1981). Where the rich 
farmers are able to get enough water without a co- 
operative control committee and without having to 
incur private expenditure, they block its formation. 


Given the irrigation factor, and the related use of 
land-augmenting inputs and cropping practices, an 
important determinant of labour absorption is farm 
size, and hence the operational concentration of 
land. In Farm Management Survey data, labour 
input per acre shows a consistently negative 
relationship with farm size, after controlling for 
differences in irrigation and use of material in puts. 
‘This negative farm-size effect holds for districts 
with different growth performance and for the FMS 
resurvey (end - sixties) of the same districts at 
least as strongly as for the initial (mid-fifties) 
survey, after controlling for differential irrigation 
intensity across farm sizes. According to Planning 
Commission (1977) estimate for India as a whole, 
an additional 10 percent of operated area 
transferred to farmers with 5 acres or less, either 
through proprietary rights or through secure 
leniency, with adequate supports system of credit 
and input, supplies, would raise employment by 5 
per cent. tic’ 


Several reasons are cited for the irreverse relation 
between farm size and labour intensity of 
cultivation. First, the use-cost of labour is lower 
for the family-labour based peasant, seeking a 
consumer- labour balance of minimise the difference 
between utility of income and disutility of the 
drudgery involved, than it is for the large farmer- 
employer seeking to maximise profit (Sen: 1975). 
The presence of hiring peasants and cultivating 
labourers is not inconsistent with this 
characterisation of labour-cost dualism between 
peasants and commercial farmers. The hiring in is 
often for contingencies the hiring out for 
supplementing subsistence production or as part of 
credit transaction or tenancy. Other reasons why 
family labour is effectively cheaper to use are its 
lower supervision and transaction costs (Ghosh : 
1979) and the availability of (female, child and 
aged) labour less likely to be offered in the 
market. The small farmers labour-cost advantage, 
which explains the resilience that the ‘agrarians' 
noted in the peasant mode of production is, 
however, counteracted by their financial 
disadvantage with respect to the commercial inputs. 
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Their inherently labour-intensive growth capacity can 
therefore be promoted with improved access to 
credit, water and land-augmenting inputs. 


Another reason for the negative relationship 
between farm size and labour use is the difference 
in crop pattern. Within a given agro-climatic 
and technological context, crop-and-operation 
specific inputs of labour are often fairly similar 
between large and small farms,. and the negative 
relation much less, significant for an individual 
crop (Vaiduanathan : 1978). It is the variation in 
the composition and intensity of cropping that 
produces much of the overall difference in labour 
absorption rate (Bharadwaj : 1975 : Ahmed : 
1981). A more labour-intensive croppattern 
increases the large farmers periodic need to recruit 
large numbers of labourers for the time-bound peak 
operations. The accentuation of the transaction 
and supervision costs generates the paradox of 
labour ‘shortage’ in spite of underemployment of 
the landpoor, and prompts the large farmers to tie 
in labour supply for peak season through advances 
or lean-season hiring or landlease, and use 
incentive wages like piece or share rates. Or it 
prompts mechanisation of the peak operations, 
which reduces the labour-intensity of even the 
scale- neutral water-seed fertiliser innovation if it is 
oriented to large farmers. 


To the extent the higher labour-intensity, and 
sometimes also the higher yield per acre, of small 
farmers is due to their labour-cost advantage, the 
question arises as to why the landed do not lease 
out more than they do as much as they 
traditionally did, why the distribution of operational 
holdings is not less unequal than the distribution of 
ownership holdings. One reason is the counter 
productivity of the kind of tenancy reform that has 
been legislated in India, without prior registration of 
small tenants for protection against eviction or 
intimidation. The other reason is the compensating 
advantage of larger farmers in the ability to finance 
material inputs and fixed capital. Even though 
there is not much evidence of increasing returns to 
scale. in Indian agriculture, the small farmer's 
disadvantages in the access to credit, water and 
know-bow constrains their adoption of even the 
labour using inputs. Unequal distribution of land, 
water, credit, etc. limits the prospect for labour- 
intensive agricultural growth in India. “In a 
situation where markets are relatively few in 
number’, Chakravorty (1984) notes, “obstacles to an 
increase in productivity can stem from the fact that 
possession of the means of production by a 
selected few prevents a potentially more fruitful 


combination of factors of production being worked 
Out in practice”. 


Controlling for farm size and irrigation, the inter- 
farm variation in labour input per acre depends on 
the availability of family workers per acre, which is 
linked with the life cycle of the family and also the 
cultural attitude of the landholding castes towards 
manual field labour. Some smallholders have fewer 
workers than others or fewer available for farm 
work; some of them belong to middle or upper 
castes, while large farmers in some areas belong 
to peasant castes not averse to cultivation work; 
and the process of household (and’ landed property) 
division is regionally diverse. Irrigation and multiple 
cropping increase the significance of the household 
demographic factor. In the FMS data for the mid- 
fifties as well as the end sixties, the use of hired 
labour is negatively correlated with the number of 
family workers per acre, given other things as 
equal. Controlling for the farm size and the level 
of use of the water-seed fertiliser inputs, a larger 
per acre availability of family labour seems to be 
associated with a production pattern with larger 
total input of labour per acre. 


The direct employment effect of the water-seed- 


fertiliser innovation is generally separated from that 
of mechanical innovation, because it is 
independently viable and appropriate for a country 


with high mainland ratio, and because 
mechanisation in India is produced by the 
concentrated farmsize distribution and the 


subsidisation of the purchase of machinery. The 
employment effect also differs between different 
kinds of mechanisation, indicating the need 
for selective incentive and disincentive or regulation. 
Equipment for irrigation and ploughing, if there 
is a draft animal constraint, tend to have a positive 
to neutral; employment effect to through increasing 
the cropping intensity. Tractors, however, change 
the composition of hired labour, increasing the 
use of regular or attached labourers. While 
reducing the use of casual labour. The tubewell- 
pumpset has the opposite effect of displacing 
the regular labourers needed earlier for lifting 
water and tending the bullocks, while increasing 
the use of casual labour for harvesting and 
weeding (Rudra: 1971). The neutral to positive 
net employment effect of tractor ploughing 
was observed in the initial phase of the 
‘green revolution’ when fewer tractors were in 
use, mostly on custom-renting. The regionally 
concentrated multiplication of tractors since the 
mid-sixties, encouraged first by liberal imports 
and then by indigenous manufacturing 
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and subsidised tractor loans, has turned it 
into a major labour-displacing factor in some 
regions. 


The labour-saving mechanisation of harvesting, 
despite low agricultural wages and availability of 
seasonal migrant labour, has similarly spread 
across the prosperous regions as commercial 
farmers seek to minimise the recruitment-cum- 
supervision tasks involved in the seasonal hiring of 
large numbers and as the premium on timely 
completion of harvesting and planting increases in 
tighter schedule of operations. The large farmers 
incentive for, mechanised harvesting arises from the 
premium on timeliness of harvesting and threshing 
operations in multiple cropping rather than from a 
comparison of wage cost with harvester rent and 
diesel cost (Morehouse: 1982). Apart from 
eliminating the uncertainty about mobilising enough 
labourers on time, mechanical harvesting of 
threshing takes a week less, so that by renting 
harvester the large farmer reduces the risks of 
crop damage and delayed schedule, speeds up 
financial turnover by marketing earlier, and gets the 
premium on optimum timing of the sequence of 
operations. Partly due to these stakes of large 
farmers, partly the Punjab Government's financial 
backing of manufacturers in the mid-seventies and 
the mechanical engineering industry taking off, the 
ban on harvester import was promptly followed by 
flourishing indigenous manufacturing, capacity and 
servicing networks. 


Against the handful of high-wage jobs for tractor 
drivers and mechanically skilled labourers us the 
withering of employment for large numbers of 
landpoor labourers in the few weeks when their 
wages and bargaining position briefly improves. 
The divergence of private from social cost-benefit 
equation for technological choice, the anomaly of 
massive rural landless poverty in the midst of 
farmers’ boom and impressive production growth 
raises questions concerning policy. Private 
profitability of socially non-optimal technological 
choice has in fact been promoted by subsidisation 
of bank loans for tractors and harvesters and 
underpricing of diesel. Too little effort was made 
to promote small power tillers to relieve draft 
animal constraint, and small equipment for speedier 
manual harvesting, threshing and weeding, things 
that would also have moderated the backbreaking 
effort of labourers and small peasants. Perhaps 
there is also a role for farm labour unions in 
resisting labour displacing mechanisation in a 
country like India without hurting agricultural growth. 
Organisation of farm labourers could be encouraged 
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to negotiate with large farmers the guarantee of 
the needed labour supply for each peak operation 
as part of group wage contract. In areas of 
seasonal labour shortage, the unions could act as 
the agency for contract labour for peak 
operations-using both local and migrant labour any 
other source they could tap through connections 
with other unions, student bodies, labour welfare 
officers, etc. 


-The iabour-using technological elements in the 


agricultural growth process in India has been offset 
by increasingly labour-saving mechanisation, by the 
effect of the operational concentration of land and 
the small farmers’ lack of access to production 
credit and inputs. The latter has contributed to 


raising the ratio of wage-labour to self (family)- 


employment in the agricultural workforce, while 
depressing the overall labour-intensity of the 
production growth that has taken place. The 
positive employment effects of public investment in 
irrigation and other land-segmenting inputs can be 
stepped up not just by allocating more resources in 
this category, but by targeting it much more on 
small farmers and under developed regions. The 
effect of small farmers having poorer access to 
thése inputs reinforces the effect of increased farm- 
size concentration, making the overall per acre 
absorption of (hired plus family) labour rise less, 
and its hired part (or the wage dependent 
proportion of all agricultural workers) rise more than 
what would otherwise have occurred with the 
output growth. 


For rural labourers, the net demand effect of the 
changes in agrarian structure and technology has 
been offset by their increased numbers in the rural 
labour market arising from demographic pressure 
and the operational concentration of land. The 
direct employment effect of agricultural growth so 
far has not translated into rise in the level of 
annual employment and real earnings per labourer 
or even per labour household. Promotion of rural 
non-agricultural employment has been recommended ~ 
for offsetting the distributive implications of agrariant 
capitalism (Bhalla and Chadha: 1982: Vyas and 
Mathai: 1978). Dandekar and Rath (1971) 
advocated short-term employment or large-scale 
through extensive rural public works. The Planning 
Commission has consistently emphasised the 
employment rationale for some degree of land 
redistribution through implementation of the 
legislated ceilings on landownership, and the 
distribution of non-land productive asset (loans to 
acquire those assets) and skill training for the’ 
landpoor, as under the IRDP which in the eighties 
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has consolidated — piecemeal anti-poverty 
programmes introduced since the late sixties. 
Other emphasise the promotion of petty produces 
co-operatives and landless rural labourers’ unions to 
remedy their disadvantage and vulnerability in 
labour and credit transactions. Obviously, these 
are not substitutes, and various elements of these 
remedies can be found ar. work -in various pockets 
of the country, through rarely in an adequate and 
concerted manner. Public investment in strategies 
to step tip, diversify and disperse rural economic 
growth, as well as in undertaking poverty-targeted 
programmes, has been restricted by the political 
inability 1o tax the large farmers’ growing profits 
and to curb unearned incomes and _ luxury 
consumption. 


Food Prices and Rural Labourers 


‘Rural labourers’ real earnings are determined not 
only by the structural and technological conditions 
within which the production growth takes place, but 
also the policies regarding agricultural prices, since 
rural wages are increasingly monetised and legal 
minimum wages hardly enforced in the case of the 
mostly non-unionised labourers. Money wages do 
not rise in liner with food prices, when the village 
labour market is dominated by powerful employers, 
and the labour supply parameters are rising more 
than the demand parameters. This is apart from 
the precipitous drop in real wages that occurs with 
abnormal price rise during poor harvest and 
speculative hoarding by traders and farmers in 
anticipation of a poor harvest. Starvation is usually 
éaused by drastic, even in temporary, drop in the 
purchasing power of labour without guaranteed food 
entitlement (Sen:1981). The incidence of rural 
poverty is significantly correlated, in time series 
data, with the foodgrain dominated cost-of-living 
index of agricultural labourers. 


Bitter controversy has surrounded the policy 
question concerning the effects of foodgrain prices 
on the farmers incentives and the labourers’ 
poverty. T W Schultz and Michael Lipton, among 
others, blamed unfavourable food price policy for 
poor agricultural growth. Others point out that the 
general direction of the changes in the intersectoral 
terms of trade in India since the mid-sixties shows 
no evidencé of price policy bias against agriculture 
(Chakravarty: 1974: Mundle: 1981: de Janvry and 
Subbarao: 1986). A variant of the policy bias 
argument is that grain procurement by the 
government constitutes too large an implicit tax on 
farmers. This is refuted by noting that (a) 
procurement in grain-surplus states is generally in 
the form of pre-emptive purchase at prevailing 


wholesale price, (b) procurement rarely has been 
more than a tenth of grain production (25-30 per 
cent of the marketed surplus), (c) procurement and 
distribution of part of the marketed surplus even ar 
below-market price has the effect of pushing up 
the market price for the rest, enough to make the 
farmers’ price no less than what would have 
prevailed otherwise, and (d) the incidence of all 
taxes in India in fact favours agriculture. 


There is no doubt that low and fluctuating farm 
prices impede production growth, but the issue is 
whether large price increases are necessary for 
stimulating farm investment, and how to minimise 
the trade-off between farmers’ profits and 
unorganised labourers’ subsistence needs. profits 
and incentives are served very well by greater 
supply and lower prices of superior inputs, and 
better access to the growth infrastructure. The 
under utilisation of canal irrigation, for example, is 
entirely an organisational and structural problem, not 
a problem of low crop prices or high water rates. 
The price policy is now designed-primarily to 
maintain a cost-plus producers’ price floor for each 
foodgrain. Earlier attempts to set price ceilings, in 
effective if not counterpraductive in causing 
detours in marketing channels, have been given up. 
Since 1971, the Agricultural Prices Commission has 
been. announcing what effectively are to be the 
support purchase prices, set by the multiple criteria 
of production costs, trends in market prices, 
intercrop and input-output price parties and since 
1980, also inter-sectoral price parity. Procurement 
is at liberally assessed cost-plus prices, and 
subsidised public distribution covers mainly the 
urban consumption of staple foodgrains, a third at 
most of total purchased consumption of cereals in 
the country. 


Food prices tend to be the leading factor in 
inflation in India, unlike in the western countries. 
With the vast number of poor buyers close to bare 
subsistence level, the demand for foodgrains tends 
to be more inelastic to price increases than to 
price decreases (non-linear demand curve, as noted 
by Sarris, Abbott and Taylor: 1977). Grain 
acreages and production do respond to ( the 
annual changes and the trend in) farmers’ prices 
for competing crops, but not so much to erratic: 
windfalls along the trading channel, which hurt the 
food-buying rural poor the most. The procurement- 
cum-support prices seek to approximate the 
equilibrium deduced from long-term projection of 
demand and supply changes, and maintain parties 
among competing crops. Over the seventies the 
procurement prices for rice and wheat were 
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increased at fairly high annual rates, more-than the 
increase in their free-market wholesale prices. 


In contrast, the food-buying poor have received too 
little protection, particularly the rural labour 
households. Except in a few states, public 
distribution hardly covers them, and other forms 
(like grain wages in rural public works) are too 
limited and unsteady. The main constraints are 
budgetary resource and the capacity to procure and 
distribute on a larger scale. Optimally, a 
progressive agricultural income tax, or at least a 
flat-rate tax on family landholding and the land 
rental should finance it. Attempts to tax farmers’ 
gains, directly or indirectly, by raising water rates 
for example, have encountered formidable political 
resistance. The lack of political commitment to 
protect the rural wage-earners is a problem, but not 
an immutable one. Agricultura! labourers unions in 
Kerala have effectively agitated for public services, 
including subsidised food rations, not just higher 
wages and better working conditions. Protection of 
the food equivalence of wages can be substantially 
improved by extending rural coverage of subsidised 
public distribution and by workers organisations 
operating consumer cooperatives and Joan-funds for 
members (ILO: 1978), ‘in addition to collective 
bargaining to eliminate expensive middlemen and 
take advantage of seasonal low prices. The 
poorest pay higher prices for staple foodgrains not 
only because they are forced to make frequent 
small purchases in the seasonally fluctuating 
market, but also because of their dependence on 
credit from employers and shopkeepers in the slack 
season before harvest when both unemployment 
and grain prices are higher. Loan funds operated 
for and by the labourers in a village, combined 
with a targeted public distribution system and an 
exclusive consumer co-operative can improve the 
‘subsistence-yield of their wages. Unions of 
plantation and agricultural labourers in India have 
confined their activities to negotiating wages and 
the establishment of fair-price shops. Even when 
this is secured, there are important reasons why 
the unions should be involved in running the 
shops. At the present however, since most 
villages in India have neither unions of landpoor 
labourers nor subsidised food rations for them, high 
priority should be given to targeted credit 
programme and fair-price shops. 


Priority should also be given to targeted. supply .of 
potable water and fuelwood, in order to lessen the 
load of these tasks that cause enormous effort and 
calorie expenditure for the female and juvenile 
landpoor, precisely those with the least to eat. 


purchasing power for daily subsistence. 


Targeted wells, woodlots, feedlots, light 
transportation to and from work, inexpensive tools 
to improve energy in manual loading and hauling 
are important as energy-conservation measures to © 
reduce the calorie deficit corresponding to any 
given real wage. These are no less important 
than: lower food price for increasing the calorie 
yield of a given money wage and collective 
bargaining for raising the level of money wage. 


Agricultural Labourers Poverty 


Between the mid-sixties and the mid seventies the 
flush period of India’s ‘green revolution’, while the 
number of agricultural labourers increased by 
roughly 50 per cent, their per head employment 
decreased and the time unemployed increased. 
Agricultural growth raised the aggregate amount of 
farm wage-employment, but by less than the 
concurrent increase in the number of labourers in 
the market. Over this period, the average daily 
real wage rate for male agricultural labour in India 
declined by 12 per cent. At the state level, it 
increased only in Punjab, Haryana and Uttar 
Pradesh. 


Annual wage earning per agricultural labour 
household, deflated by cost of living index, fell by 
16 per cent in rural India as a whole, and by 11 
per cent even in the Punjab, Haryana region where | 
the real wage rate increased. Agricultural growth 
meant several weeks of higher wage rate for the 
time-bound peak operations, while the hiring 
demand in the rest of the year did not rise 
enough to maintain annual employment per labourer 
at its earlier level with a smaller number of 
labourers in the market. The wage rate is 
sensitive to increases in the demand for labour in 
the peak seasons. Hence, the annual average of 
the daily wage rates could and did increase in the 
high growth case, even: though the average 
employment per labour decreased. The net result 
was lower earnings per labourer. 


Rural economic growth has on the whole been too 
little, given the demographic pressure and the 
polarised agrarian structure, to reduce the landless 
and near-landless poverty by generating larger 
employment and earning per labourer or per labour 
family. Monetisation of wages, and food price 
inflation eroding the meager wage gains (grain 
prices, apart from rising annually, are higher during 
the slack preharvest season when labourers 
earnings drop precipitously) aggravated the rural 
labourers’ problem of recurrent seasonal deficit in 
Rural non- 
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agricultural growth has not been substantial and 
dispersed enough to improve the lean-season 
earning per labourer or labour household. The near- 
landless labourers are also able than small farmer 
and artisan families to undertake selective long-term 
migration strategy and receive remittance from 
migrants on a sustained basis. Although they 
migrate in large numbers for short-term work as 
gang contracted harvest labour and construction 
labour, the conditions of this kind of low wage 
roving casual labour is too stressful, draining and 
unremunerative to carry them beyond bare survival, 
into any kind of bargaining strength in dealing with 
employers, locally or as migrants. 


The crowding of the agricultural labour market-with 
the pulls (intra-rural migration and occupational 
shifts) and pushes (for smallholding tenants and 
artisans)- could have been counteracted by a 
higher rate and dispersion of agricultural growth, 
more labour-intensive technology mix and rural 
growth of non-agricultural employment. Labour 
intensity of agricultural growth is constrained by a 
farm-size concentration and the_ related 
mechanisation. 
employment often involves some land as a Co- 
operant asset, and thus leaves out the landless. 
Access to non-agricultural wage-employment is 
limited for those poor in education and marketable 
skills. Even the rural public works as a source of 
slack-season employment is not significant in extent 
except in Maharashtra. In the near future, given 
the momentum of labour-force growth, even 
sustaining the present rate of agricultural growth 
may not tighten the rural labour market enough to 
eliminate the poverty of the rural landless. The 
need will thus remain for poverty-targeted 
programmes, specific measures to augment skills 
and job options for the rural landless. The anti 
poverty programmes have aimed mostly at the self- 
employed and very little on the poor as labourers. 
Improving the lean-season employment opportunities 
for the landless and the near landless can at least 
let them afford a higher reservation price in 
negotiating risk-sharing transactions and contractual 
tie-ins, instead of having to be so utterly 
dependent on employer-credit to ‘get through the 
slack season and constantly making distress sales 
of future labour. The relevant policy areas that are 
now receiving more, though not enough, attention 
than a decade ago are : generating non-agricultural 
means for supplementary self-employment in 
landpoor households (programmes for animal 
husbandry and cottage industry, loans to acquire 
productive non-land assets for self employment, 
under the IRDP and the dairy development 


Oe TUNTIR TR Deca i enh ee 
YUVA 


Generating non-farm. self-. 


projects); implementation of the landownership 
ceilings with co-operativisation of the land recipients; 
extending the coverage of subsidised distribution of 
foodgrains to the rural landless labourers; provision 
of supplementary wage-employment during the 
agricultural slack season (more extensively than 
what is generated under the NREP). These 
policies seem more likely to be generated and | 
effectively implemented where the landpoor 
labourers themselves are organised for collective 
bargaining and political articulation. The priority of 
establishing growth infrastructure in the lagging rural 
regions is well recognised. However, even with 
economic growth and active labour market, labour 
is unlikely to receive even its marginal product 
without countervailing collective initiative. 


Labour Movement Within Low Growth 


The experience of unionisation of farm labourers in 
parts of Kerala illustrates what works, what does 
not, and what else could. The degree of rural 
proletarianisation is severe, even by the Indian 
standard, but it is a literate and highly politicised 
body of agricultural labourers. Rural unionisation 
has favourably affected not just the wages, but 
more importantly, the working conditions and the 
physical quality of life. In a region with the history 
of landless untouchables as agrestic slaves, the 
decades of labour movement has considerably 
ameliorated the farm labourers’ working conditions, 
ending the oppression and indignities that are 
common in other parts of the country. Directly or 
indirectly, it also promoted homestead entitlement 
and subsidised public distribution of foodgrains for 
the rural landpoor. Their children have a high rate 
of school enrolment, with parent literacy as a 
predisposing factor, better accessibility of rural 
schools, the incentive of the school lunch, and the 
political discouragement of hiring child labour. 
Labour relations in rural Kerala are no longer tied 
with credit, and debt-bondage of labour is nearly 
non existent. The impact of the rural labour 
movement should be judged by all the progressive 
change processes it has propelled, not just the 
direct wages gains, since the feasibility of direct 
wage gains within capitalist agriculture is limited by 
the demographic pressure. Union movement in 
one state is, however, beset with negative 
externalities (mainly, industrial capital flight, 
overcrowding in the agricultural labour market). 


While the average real wage rates for agricultural 
labour has forced better in Kerala over the three 
decades 1956/57-1984/85 (Jose: 1988; Unni: 1988 
than in most other states, better than even the 
high-growth states of Punjab, Haryana, Tamil Nadu 
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and Karnataka, the (time) rate of unemployment for 
them is the highest in the country. Although from 
the labourers’ viewpoint is better than having to 
work more for the same real earning, agricultural 
labourers have so many unemployed days in the 
slack seasons that often they cannot buy the food 
rations in that period and have to buy on credit 
from the shopkeepers, which cancels part of the 
wage gain the union managed to secure (Mencher 
: 1980). Most of the labourers interviewed by 
Mencher said that they would accept lower wage 
rate if more regular work was available. The union 
wage do not always hold except during the brief 
harvesting period. 


The unionisation, however, is not responsible for 
the high unemployment among farm labourers in 
Kerala. The main causes are the low agricultural 
growth rate and the sharp rise in the number of 
agricultural labourers, with the locally important coir 
industry stagnating and the homesite allotment for 
landless families discouraging their permanent 
migration from villages. Agricultural growth depends 
largely on the availability of irrigation (only a sixth 
of Kerala’s planted acreage is irrigated as against 
two-thirds in Tamil Nadu and nine tenths in Punjab) 
and other yield-raising inputs, for which the role of 
public investment is crucial. Even private 


. investment of farmers does not follow from low 


_ infrastructure. 


wages. Agricultural wages are actually the lowest 
in the regions of India most deficient in growth 
Industrial location, on the other 
hand, is sensitive to wages, but even more to 
labour unrest and work stoppage Increasingly 
industrial management has shown willingness io 
value literate, organised and steady workforce, 
provided the union and the state government are 
willing to minimise resort to strikes for settling 
labour disputes. 


Within the low growth rate and the highly 
proletarianised rural workforce in Kerala, collective 
bargaining has supported the real wages of farm 
labourers better than in other states with low 
growth or high proletarianisation in agriculture. It 
has secured significant improvements in matters 
other than the wages, in access to education, 
healthcare, homesite, transportation and food 
rations. A combination of collective strategies does 
seem to work better than mere wage bargaining. 
While there is no doubt about the urgency of 
upgrading public investment in the growth 
infrastructure, it is also clear that there is hardly 
any safeguard against decline in labour’s absolute 
and relative income other than in union-type 
movement, unless the growth rate is truly 
spectacular. 


In spite of the large incidence of labour households 
in rural India, the union movement has been 
weak and localised. Apart from the evident 
importance of historical propensity in a region 
(parts of east and south India have a more 
dense history of agrarian class struggle, and 
greater recent incidence of collective bargaining 
of some sort), certain other socio-economic factors 
are also important for generating union movement 
in the rural labouring classes. First, a critical 
minimum mass is needed to withstand the 
reactions and retaliations. Most areas in east, 
north-east, south-west and south India, having 
larger bodies of rural labourers compared to 
north-west and west-central india, seem to 
hold greater political incentive and potential for 
rural labour movement... Secondly, the more 
socially heterogeneous they are (by caste, 
ethnicity religion), the harder is the initial phase 
of organisation. In both Kerala and Tamil Nadu, 
the agricultural labourers are almost en bloc 
from cohesive untouchable castes. In east India, 
on the-.other hand, farm labourers comprise 
diverse groups of tribals, low-castes, Muslims, 
and attempts at organisation have been repeatedly 
set back by sectarian tension. Thirdly, the vertical 
ties of dependence fragment and atomise the 
rural poor. While the traditional patron-client 
relationship is weakened or modified in many 
parts of India (Bateille: 1979; Breman: 1974), 
new kinds of vertical ties are emerging on 
the basis of personalised interlocking of labour 
and credit transactions or the old ties are 
adapted to the needs of landed commercial farmers 
to control the labour process, restraining in 
the process the rise of rural labour movement. 
The farm labourers in Kerala, we may note, rarely 
borrow from their employers. Fourthly, a formidable 
problem is frequently posed by the difficulty 
of getting smaliholding peasants to rally 
behind labourers’ wage demands, and to get 
landless labourers rally behind peasants’ demand 
for tenurial rights, land and inputs. The usual 
strategy has been to give priority to one or 
the other (labourers in Kerala, tenants in Bengal). 
Struggle for social services can perhaps be 
a platform for solidarity between labourers and 
petty producers, and sustain through the ups and 
downs of wage bargaining and land reform. 
Mutual-help projects can usefully supplement any 
wage gain effected by organisations of the rural 
poor. 


Since the agricultural growth process has been 
accompanied by increasing polarisation of labour 
from land and since the process also tends to 
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weaken the sex-caste-ethnic segmentation of the 
labour market characteristic of the stagnating 
villages, it seems reasonable to expect some of the 
obstacles to the class-based mobilisation of rural 
labourers to weaken. The incidence of organised 
struggle is, in fact, higher or rising more in villages 
with economic growth than in those without 
(Bardhan and Rudra: 1980). The effectiveness of 
the slowly spreading union-type organisation of rural 
labourers in reducing rural poverty will, however, 
depend upon whether the public policies are 
supportive and interactive and whether the union 
strategies are solidaristic and focus on non-wage- 
gains as well as wage bargaining. 


Employment Rationale of Land Reform 
Agricultural employment in India needs to grow 


substantially for quite some time, though acreage 


expansion has levelled off, because the weight of 
non-agriculture in total workforce is rather low, and 
the differential rates of. growth of total workforce 
and non-agricultural work force rather high. If the 
weight of the non-agricultural sector in total 
workforce was similar to Brazil or Mexico, and if 
non-agricultural employment was growing at South 
Korea’s rate, then the need to raise the labour 
absorption in agriculture would not be as great and 
as urgent as it is. In the western cases of 
industrialisation, agriculture was called upon to 
release both labour and marketed surplus. In 
India, the need is for agriculture to use far more 
labour to produce enough to support more on land 
as well as to generate more marketable surplus. 


In this context, if agricultural growth focuses on 
large farmers, while the number of the near- 
landless increases in the labour markets, and farm 
profits remain practically untaxed, then either the 
incidence of poverty stays undiminished or the cost 
of poverty programmes reduces the public 
investment for growth. It is more expensive to 
take care of growth and distribution separately. A 
more direct efficiency argument for land reform is 
linked with the generally observed inverse relation 
between farm size and labour absorption. If the 
observed static efficiency of small farmers can be 
carried into dynamic efficiency with input 
innovations, then redistribution of land and capital 
would raise both employment and yield per acre 
from any given total investment in agriculture. 
This, however, cannot be a simple ‘peasantist’ 
argument in a country where the demographic 
pressure on land is acute and the number of very 
small holdings already large. Even with the scale- 
neutral inputs (water, fertilisers, high-yield seeds), 
there are substantial economies of scale for 
investment in soil improvement and water, 
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equipment, and marketing. Small farmers face 
difficulties in achieving sustainable yield increases 
not just because of their lack of access to credit, 
which calls for targeted lending and interest-rate 
policy, but also these scale economies call for 
some degree of pooling. Pooling of small 
producers is important, along with reorientation of 
infrastructure extension services and input supplies 
in favour of small farmers, for meeting their growth 
and insurance needs after land redistribution, and 
certainly within the present distribution. 


India’s land reform measures so far consisted 
of legislations for tenants and landownership 
ceilings. The tenancy laws have been mostly 
counter-productive for employment, by curtailing the 
tenancy option for the landpoor without significant 
redistribution of landownership and alternative credit 
sources. Most states have proved incapable of 
protecting small tenants and regulating rents in their 
favour. With land and agriculture under state 
jurisdiction, and close links between the rural power 
structure and state politics, tenancy reform was 
systematically handicapped in all its stages: by 
long-drawn legislation process (allowing time to 
evict, arrange nominal transfers, doctor land 
records, change land use), poor implementation 
(with loopholes, escape clauses and the cost of 
compensation), and the lack of organisation of 
peasants in most areas to withstand pressures 
from landed patrons and secure alternative credit 
sources. Many got evicted; many accepted 
unfavourable oral lease; others owning small bits of 
land were stranded with no working alternative to 
landlord credit and, without the supplemental lease, 
unable to produce viable subsistence. 


The implementation of tenancy and ceiling 
legislation has varied regionally. In northern 
Karnataka, Kerala, Saurashtra and West Bengal, 
the effect has indeed curbed landlord control, 
increased security of tenure, and even redistributed 
some land to tenants and to labourers in the form 
of homesite. These cases had experienced 
tenants’ movement and political mobilisation long 
enough to weaken the hold of the ltandlord- 
moneylender. Karnataka already had a large sub- 
set of prosperous tenants, and the legislation 
bolstered their position (Pani: 1981). Over most of 
north, east and centra India, landlord credit remains 
a powerful instrument for arranging exploitative 
tenancy informally. In areas with high incidence .of 
small tenancy, it would be logical to anticipate 
eviction and credit cutoff as tenants mobilise 
politically, and hence to organise in advance the 
land records and institutional credit. 
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The labour market is linked with the landlease 
market. For the landpoor, tenancy is the 
traditional alternative to wage-labour, and for 
the landed, leasing out is a_ self-managing 
alternative to farming with: hired labour. What 
happens in the landlease market is bound to have 
repercussions in the labour market, unless 
landownership is redistributed alongside. The 
incidence of tenancy, somewhat reduced on 
the whole, is found to be correlated across 
regions positively with the intensity of cropping 
and irrigation, which tend to raise the cost 
of cultivation with hired labour, and negatively 
with mechanisation or the availability of migratory. 
labour in a region (Bardhan: 1982). In general, 


’ there has been a shift from. the traditional kind 


of ‘subsistence tenancy’ to ‘commercial tenancy’. 
Although irrigation and the related land-augmenting 
innovations have the effect of reducing the 
minimum threshold for viable peasant farming 
the new agricultural technology puts higher premium 
on the capacity to raise capital for investment, 
some of which also have scale economies. The 
landpoor households are proletarianised by the lack 
of access to those inputs and the narrowing 
of their option to lease in. Not only has the 
proportion of labourers among agricultural workers 
increased since the mid-sixties, but the ratio 
of labour households with land to the landless 
ones has increased too. It has been argued, 
by Hayami among others, that for labour-absorptive 
growth within unequal landownership, it is better 
to manage tenancy-encourage linking of rent 
with cost-sharing to provide investment incentive 
on both sides and qualify tenurial security witn 
mutual obligation-than try to abolish or restrict it. 


In sum, the legislative strategy of tenancy reform 
in India has been either ineffective or 
counterproductive in a context of landlord-controlled 
credit. It could not promote redistribution with 
labour-intensive growth without small farmers’ credit 
problems being solved. The distributive outcome of 
rent regulation is questionable when some tenants 
are substantial farmers leasing from small owners. 
Identifying and recording the small oral-lease 
tenants is important for the implementation of 
tenancy-reform and ceilings, and a few states 
(notably, West Bengal) have made some effort in 
this direction. Also important for effective reform is 
the organisation of small tenants. 


Almost all the states now have ceiling legislation, 
with widely different ceiling levels, exemptions and 
compensation rules. To achieve the equity and the 
employment rationale of the ceiling approach, it is 


necessary not only to have the ceilings sufficiently 
low, but also to have sensible floors, which opens 
up the tricky issue of whether the redistribution 
should go to the landless as well as the marginal 
farmers. The amount of ‘surplus’ land for 
redistribution is a decreasing function of not only 
the ceiling level but also the passage of time, with 
population growth and inheritance subdivision of 
holdings. The ceilings are far too high in most 
states: from 8 times the cultivated area per rural 
household in Haryana to 15 times in Bihar, and 
likely to be raised further by exemptions, 
manipulation of land records, delays and cosiliness 
of compensation process. Dandekar and Rath 
(1971), using the landholdings data for 1960-61 and 
assuming certain minimum holding size to be 


assured for a household, computed statewise the 


required ceiling levels, which were two-thirds to half 
the legislated ceilings. With the population increase 
since then, either the required ceiling or the 
feasible floor or the target coverage of households 
with a floor, possibly all three, have to be lowered. 
They concluded the exercise by saying “the 
consequences of even very low ceilings can only 
be....a vast increase in the number of uneconomic 
nonviable holdings”, that no more land redistribution 
should be attempted beyond the existing ceilings, 
that large farm businesses be registered for 
taxation and even allowed to absorb the 
uneconomic holdings, and that the problem of the 
landpoor be solved by means of extensive rural 
works programmes. The fact, however, is that 
even substantial public works (on the current scale 
of Maharashtra) and rural non-agricultural growth 
(as in Gujarat and Punjab), important as these are 
for reducing rural landless poverty, will just not be 
enough. Besides, some pertinent factors are 
ignored in their conclusion. 


First, the idea of a land floor by the criterion of 
viable subsistence farming is unduly restrictive for 
the Indian context. Even a tenth of an acre can 
be important as a cooperant asset for many types 
of non-farm self-employment. Labour households 
with land have much better access to institutional 
credit than the landless. Besides, as Singh (1981) 
points out, even a fraction of an acre can be 
useful for vegetable gardening, raising fish: or 
chicken, or setting up a workshop, 


Secondly, a land redistribution programme to 
generate subsistence viability for the landpoor 
should any-way encourage formation of cooperative 
for joint undertaking of over-head operations and 
investment, if not also for joint cultivation. 
Organisation of the landpoor, though limited on the 
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national scale, is growing and strong in some 
regions, and should be used to propel the co- 
operative integration of smallholders, petty 
producers. In the northern, central and western 
states, lower ceilings properly implemented would 
afford subsistence holdings for most of the 
landpoor (Singh: 1981). In most of southern and 
eastern India, where lower ceilings will not generate 
enough ‘surplus’ to assure subsistence farming for 
the landiess masses, redistribution must be coupled 
with co-operatives and programmes for 
supplementary non-farm employment. 


Thirdly even a tiny bit of land can make a 
difference in labour transactions. Owning the 
‘ homesite, a place to set up workshop or keep a 
few animals, even a small farm that must be 
supplemented by wage earning, reduces the 
vulnerability to seasonal unemployment and 
improves options. Landless labourers are under 
greater pressure to borrow in lean season against 
future labour commitment and to have to repay by 
supplying labour at less than market wage 
(Bardhan and Rudra:1980). The homesite 
entitlement of rural labour families in Kerala has at 
least freed them from residential in-security and 
dependency as a source of exploitation. With a 
good programme for nonfarm employment, the 
homesite could also be directly productive. 


Labour Contracts : Market Forces and 


institutions 


The agrarian differentiation in India, though 
incomplete, has increased in recent decades. The 
rural labour markets have formed substantially, 
though not yet fully with the sharply rising 
proportion of wage labour in agricultural workforce. 
Although traditional and new forms of attachment of 
labour are observed widely, it is also a fact that a 
larger proportion of agricultural labourers is now 
hired on short contract casual basis. The evidence 
regarding rural labour-market institutions, and 
changes in them, shows neither perfectly 
competitive markets, nor institutionally fixed wages. 
Recent data, showing variations among growing and 
stagnating regions, let us move beyond the static 
dichotomy between institutions and market forces, 
and see how institutions like labour-tying adapt and 
mutate in response to economic forces, changes in 
the structural parameters and the policy 
environment. 


A wide variety of labour contracts co-exist even 
within a single village. The portfolio of contracts, 
with customarily known terms allows adjustments by 
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the employers in the village to minimise the 
transaction time and costs involved in the context 
of seasonal fluctuations or turnover and weather 
uncertainties. The employers tend to adjust through 
choice of contracts and the age-sex-contract: of 
hiring, rather than by explicitly altering the wage 
rate for any particular category of hiring. Employers 
do, of course, change the average wage rates they 
pay by the choice of contracts, by shifting between 
long and short durations of hiring, time rate and 
piece or share rate of wage, and by manipulating 
the labour-tying arrangements, labour contracts with 
tie-ins. Wage rates are effectively indeterminate and 
decided by relative bargaining erosion power. With 
the of traditional patron-client relations, the 
assurance value of a contractually tied labour 
supply obviously goes beyond direct wage cost 
advantage. With credit and other tie-ins individual 
employers seek to regulate and ensure labour 
supply in their favour according to the seasonally 
changing but complementary requirements of labour. 


Though the landed employers exercise enormous 
market power over the landless labourers, still the 
agrarian labour-market institutions respond to the 
agricultural growth factors and the availability of 
non-agricultural employment opportunitics for the 
landpoor (S Bhalla : 1976; Binswan : 1979 : 
Bardhan and Rudra : 1980; Bardhan : 1982). As 
landlords become entrepreneurs labour contracts are 
modified to accomodate growth, while retaining pre- 
capitalistic control features to reduce risks. 
Economically stagnating villages tend to have not 
only lower wages but also more extra-economic 
coercion. In areas of agricultural growth, commercial 
contracts with tie-in-incentive features are more 
common.. The agent of change is not always 
agricultural or even endogenous. In the replacement 
of bonded hali labour in South Gujarat by 
commercial contracts, Breman noted it was the 
opening of labour migration to urban factories 
through intermediaries other than the landlord- 
patrons. 


While agricultural growth has been accompanied by 
change from bonded labour to commercial 
contracts, the personalised tie-ins of those contracts 
have the aggregate effect if holding back collective 
organisation of labour, and establishing employers 
control over the local labour supply process. While 
the degree of land-labour polarisation is large and 
increasing, the process of mobilisation of rural 
labourers for wage bargaining and demanding land 
reform and social services has been relatively 
weak. The atomising effect of labour-tying, even 
if in commercial forms, is a significant factor in this 
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respect. Bhalla (1976) noted that the large Haryana 
farmers manoeuvre contract durations, and tie-ins 
to neutralise their employees from the attempts at 
collective bargaining Bardhan and Rudra (1980) 
noted that the attached labourers in West Bengal 
villages rarely take part in local labour struggles. 
Breman (1985) noted that the sugarcane farmers in 
Bardoli area of Gujarat import migrant tribal 
labourers loan-bonded to the contractors in order to 
break the increasingly politicised local labourers 
resistance to forms of clientelisation, to punish their 
‘insolence’. 


Generally speaking agricultural wages are sensitive 
to changes in conditions of demand (productivity) 
and supply (incidence of landiessness), but not to 
the extent assumed in the competitive outcome of 
wage equals marginal productivity of labour. 
Criticisms of intervention in support of labour on 
grounds of allocative efficiency cannot hold when 
the labour market is characterised by oligopsony or 
collusive monopsony, and labour transactions are 
interlocked with credit or landlease in which 
employers have oligopolistic control on account of 
concentrated asset distribution and the social 
means of extortion, and the landpoor’s lack of 
access to credit and employment options. Targeted 
generation of alternative credit and employment, 
and organisation of labour to bargain with organised 
farmers interests would seem more likely to help 
than hinder competitive efficiency in the rural labour 
markets. 


Seasonal Unemployment and Wage Rates 


Several hypotheses have been offered to reconcile 
the seasonal unemployment of casual (short- 
contract) agricultural labourers with a positive wage 
rate that does not seem to clear the market. 


Perhaps the least plausible is the hypothesis of a 
conventional fair wage, which is inconsistent with 
the evidence of wide variation in agricultural wage 
rates in relation to productivity-determining factors 
(rainfall, irrigation, use of better seeds and 
fertilisers) and labour- supply factors (extend of 
land-lessness and unemployment facing rural 
labourers in an area). 


The hypothesis of subsistence or nutrition-efficient 
wage, determined by the employers incentive to 
keep labourers in functioning order or to capture 
the work efficiency effect of their food ‘intake, is 
hard to reconcile with the high incidence of poverty 
among landpoor labourers, and with the fact that 
the average as well as the seasonal minimum 
wage rates vary widely across regions and by age 


and sex within a region (Bardhan: 1982; Ghosh: 
1980). Cited in support of nutrition- efficient 
subsistence wage are the practice of attaching 
some labourers, higher wages for those within 
higher dependency ratio, and meals at work as 
part of wage for casual labourers. Each is 
consistent with the alternative explanation in terms 
of the employer-creditor as a discriminating 
clinopsonist, the seasonal pattern and intensity of 
his labour demand influencing his decision to use 
credit-tying or interseasonal tying, and incentive 
wages to insure supply and minimise costs for the 
peak season. 


A variation of the subsistence wage hypothesis is 
that it determines the seasonal floor below which 
wage does not fall despite unemployment. But, 
the seasonal low actually varies quite a bit across 
villages of unequal levels of development as well 
as among labourers within a region. Another 
variation is that the lean-seasonal casual wage is 
determined by the daily wage implicit in the 
attached labourers annual earnings set by 
subsistence or nutrition-efficiency criterion. But the 
attached labourer’s implicit wage varies among 
villages, as does the lean-seasonal casual wage, 
with little evidence of systematic correspondence 
between the two. It is hard to see how a casual 
labourer. could insist on such parity to the point of 
risking zero earning during slack season, and how 
even with such a parity one labourer gets selected 
over another. 


The efficiency-wage models (Akerlof and Yellen: 
1986) generally focus on the employers interest 
and initiative to explain the rigidity of wage rates 
in the face of unemployment. The two main 
problems with the applicability of efficiency-wage 
hypothesis to the rural labour markets in India are: 
first, the downward rigidity is observed for the 
money wage rates rather than real wage rates, 
and second, wage cuts are often attempted by 
employers and resisted by labourers (Dreze and 
Mukherjee : 1987). The lean-season wage varying, 
and yet not clearing the market, can be explained 
by the employers’ use of lean-season hiring to 
organise peak-season recruitment. The labourer 
gets hired in the slack season less by bidding the 
wage further down than by committing supply or 
accepting less than the expected market\wage, for 
the peak season. 


The hypothesis of inter-seasonal linking in the 
casual labour market, in which both sides seek to 
manoeuvre the turnover risks involved in seasonal 
resorting looks at the seasonal wage floor as part 
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programme for the youth in particular. Without 
these essential elements, most of those legally 
freed faced added problems with their ex-masters 
now unwilling to hire them or give them loans. 
Many took to mortgaging labour to jobbers and 
contractors for a loan. Legal enactment does not 
help much without programmes for alternative 
employment and credit sources, and some collective 
resistance. 


Labour loan-bonded with extra-economic coercion is 
often found being used by labour contractors 
supplying the construction projects, mines and 
quarries, seasonal processing industries and large 
commercial farmers. The victims again are mostly 
tribals from the economic backwaters or the 
deforested areas. Recruitmert of seasonal 
migrants from drought-prone or depressed regions 
for seasonal operations and construction work is 
mobilised with advances from future wages, which 
are .eroded by the chain of extortions as the 
labourers move to work in unfamiliar and 
inhospitable environment. Breman’s study (1985) of 
the cane harvesters for large farmers and sugar 
factories of south Gujarat, seasonally recruited from 
the dry areas of Maharashtra, illustrate the 
deployment of pre-capitalistic institutions in the 
process of capitalist growth. Extortion by 
contractor-moneylenders and employer-moneylenders 
can be checked by a public employment-and-credit 
programme of particular interest in this context is 
the example of rural banks in Maharashtra now 
giving interest-free consumption loans to landless 
labourers, to be adjusted against their earnings 
from public works. 


Labour Market Segmentation : 
and Tribal Ethnicity 


A striking feature of women’s work in rural India is 
that while the overall work force participation rate 
is low, and decreasing over the last two decades, 
the proportion of wage labourers among those 
working is high and increasing. The female 
proportion, in other words, is much larger in the 
wage-labour force than in the total workforce in 
rural areas. The largest female proportion is 
among those with casual agricultural labour as 
main occupation. Landlessness, marginalisation of 
small peasantry and artisanry, and the overall lack 
of growth in many rural regions have pushed 
women into the ranks of casual labourers more 


than men. 


By Sex, Caste 


Also striking is the larger concentration of tribals 
and outcastes among thé female agricultural 
labourers. The stronger association of low social 
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labour or to segregate them 


Status with wage-labour in the case of rural women 
is explained by two related processes. One is the 
norms of immurement and status propriety of work 
prevalent among most upper-caste and Muslim 
communities, producing high income-elasticity of . 
demand for withdrawal of women from work in the 
fields. The other process is that the very 
concentration of the poorest in-field labour 
reinforces the status differentiating value of avoiding. 
it. The Indian case clearly fits Esther Boserup’s 
hypothesis that where the female labourers. come 
from a caste/ethnic group lower in social status 
than the cultivating families, the women in the 
latter feel extra-constrained to avoid farm work in 
order to be socially distanced from the former. 


Given other things as equal, wage rate for farm 
labour tends ‘to be lower if the labourer is either 
female or from a scheduled caste/tribe, lowest if 
both. Part of the reason is that they are generally 
poorer, with stronger pressure to earn and lower 
minimum supply price. The employers in the 
village labour market know the differences in 
options and hence in the minimum acceptable price 
for different labour groups, and use their market 
power either to pay differentially for similar kind of 
into different 
operations with disparate wages. Female 
agricultural labourers are also unemployed more of 
the time that they are available for work than 
males (Paul:. 1988). Employers, especially in areas 
of poor growth, insure against excessive 
outmigration of landpoor families by giving priority 
to hiring men, as they tend to te the prime 
movers in migration. They profit by maintaining 
hierarchical segmentation as it inhibits the 
outmigration of labour families on account of 
excessive male unemployment, and bottles up a 
reserve of female labour to hold down the wage 
increase during the peak season. 


There is some evidence that the degree of wage- 
cum-operational segmentation is negatively 
correlated with the level of agricultural development 
and rural economic growth in general in a region. 
Wage and employment gaps by sex and caste/ 
ethnicity are less in areas that have more irrigation 
and multiple cropping or are less distant from 
urban-industrial centres. Rural labour markets in 
more developed regions, in peak seasons, and with 
agricultural growth over time tend to be less 
segmented. Female agricultural labourers have 
lower and seasonally more fluctuating employment 
levels, and lower wages relative to males, in the 
less developed districts of West Bengal (K 
Bardhan: 1984). In a set of Karnataka village Rao 
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programme for the youth in particular. Without 
these essential elements, most of those legally 
freed faced added problems with their ex-masters 
now unwilling to hire them or give them loans. 
Many took to mortgaging labour to jobbers and 
contractors for a loan. Legal enactment does not 
help much without programmes for alternative 
employment and credit sources, and some collective 
resistance. 


Labour loan-bonded with extra-economic coercion is 
often found being used by labour contractors 
supplying the construction projects, mines and 
quarries, seasonal processing industries and large 
commercial farmers. The victims again are mostly 
tribals from the economic backwaters or the 
deforested areas. Recruitment of seasonal 
migrants from drought-prone or depressed regions 
for seasonal operations and construction work is 
mobilised with advances from future wages, which 
are .eroded by the chain of extortions as the 
labourers move to work in unfamiliar and 
inhospitable environment. Breman’s study (1985) of 
the cane harvesters for large farmers and sugar 
factories of south Gujarat, seasonally recruited from 
the dry areas of Maharashtra, illustrate the 
deployment of pre-capitalistic institutions in the 
process of capitalist growth. Extortion by 
contractor-moneylenders and employer-moneylenders 
can be checked by a public employment-and-credit 
programme of particular interest in this context is 
the example of rural banks in Maharashtra now 
giving interest-free consumption loans to landless 
labourers, to be adjusted against their earnings 
from public works. 

Labour Market Segmentation : By Sex, Caste 
and Tribal Ethnicity 


A striking feature of women’s work in rural India is 
that while the overall work force participation rate 
is low, and decreasing over the last two decades, 
the proportion of wage labourers among those 
working is high and increasing. The female 
proportion, in other words, is much larger in the 
wage-labour force than in the total workforce in 
rural areas. The largest female proportion is 
among those with casual agricultural labour as 
main occupation. Landlessness, marginalisation of 
small peasantry and artisanry, and the overall lack 
of growth in many rural regions have pushed 
women into the ranks of casual labourers more 
than men. 


Also striking is the larger concentration of tribals 
and outcastes among thé female agricultural 
labourers. The stronger association of low social 
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status with wage-labour in the case of rural women 
is explained by two related processes. One is the 
norms of immurement and status propriety of work 
prevalent among most upper-caste and Muslim 
communities, producing high income-elasticity of | 
demand for withdrawal of women from work in the 
fields. The other process is that the very 
concentration of the poorest in field labour 
reinforces the status differentiating value of avoiding 
it. The Indian case clearly fits Esther Boserup’s 
hypothesis that where the female labourers come 
from a caste/ethnic group lower in social status 
than the cultivating families, the women in the 
latter feel extra-constrained to avoid farm work in 
order to be socially distanced from the former. 


Given other things as equal, wage rate for farm 
labour tends to be lower if the labourer is either 
female or from a scheduled caste/tribe, lowest if 
both. Part of the reason is that they are generally 
poorer, with stronger pressure to earn and lower 
minimum supply price. The employers in the 
village labour market know the differences in 
options and hence in the minimum acceptable price 
for different labour groups, and use their market 
power either to pay differentially for similar kind of 
into different 
operations with disparate wages. Female 
agricultural labourers are also unemployed more of 
the time that they are available for work than 
males (Paul: 1988). Employers, especially in areas 
of poor growth, insure against excessive 
outmigration of landpoor families by giving priority 
to hiring men, as they tend to be the prime 
movers in migration. They profit by maintaining 
hierarchical segmentation as it inhibits the 
outmigration of labour families on account of 
excessive male unemployment, and bottles up a 
reserve of female labour to hold down the wage 
increase during the peak season. 


There is some evidence that the degree of wage- 
cum-operational segmentation is negatively 
correlated with the level of agricultural development 
and rural economic growth in general in a region. 
Wage and employment gaps by sex and caste/ 
ethnicity are less in areas that have more irrigation 
and multiple cropping or are less distant from 
urban-industrial centres. Rural labour markets in 
more developed regions, in peak seasons, and with 
agricultural growth over time tend to be less 
segmented. Female agricultural labourers have 
lower and seasonally more fluctuating employment 
levels. and lower wages relative to males, in the 
less developed districts of West Bengal (K 
Bardhan: 1984). In a set of Karnataka village Rao 
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(1981) found the concentration of agricultural labour 
in lowest-caste and tribal families to be less in .the 
larger and more diversified villages than in the 
smaller backwaters villages, in Kerala, even within 
low agricultural growth rate, rural labour market 
segmentation by sex and caste has been levelled 
by relatively high rural-urban mobility and the 
unionisation of agricultural labour. 


Migration opportunities could reduce the sectional 
crowding that maintains segmented labour markets. 
Improvement through migration or through access 
to new kinds of non-agricultural employment 
opportunity, in large and diversified villages, is far 
more limited in the case of female and outcaste/ 
tribal labourers, due to their lesser access to 
information and capital to start some sort of 
enterprise and their worse educational handicap. 
The rural-to-urban migrants are by and large from 
artisan and cultivating families: (Oberoi and Singh: 
1980), so that the proportions of population and 
households from scheduled caste/ scheduled-tribe 
are far larger in rural India than in urban India. 
Although short-term, intra-rural migration of labour 
has increased with regional growth disparity, it is a 
precarious and very in adequate way of reducing 
poverty in the stagnant regions. The need for 
targeted programmes will remain along with the 
need for stepping up and spreading the growth 
factors in the stagnating rural regions. 


A point commonly made about women’s workforce 
participation rate is that it is significantly related 
with their reproductive labour and household duties. 
But the policy conclusion depends upon which 
aspect of the relationship between women’s 
productive and reproductive labour happens to be 
weightier. One approach is that their inferior 
position in the labour market is essentially 
structured by characteristics of female labour supply 
(part-time, intermittent, distance-averse, secondary- 
earner type). The implication is that as it is not 
a labour market problem, nor a problem of 
patriarchal social structure, but a supply-behaviour 
problem, it can at best be ameliorated with special 
programmes generating employment that can be 
combined with reproductive labour. The second 
approach is that societal and familial patriarchy puts 
women at a disadvantage in acquiring valued skills 
and operating in the labour market, the labour 
market segmentation being only an adaptation to 
this structural-attitudinal inequity. In the case of 
poorer women, it is the combination of class and 
gender hierarchies intersect to produce chronic 
disadvantage, not a disinclination towards full-time 
workforce commitment. Lower wages of female 


labourers is due to their poverty, low reservation 
price, and poor access to opportunities. The 
implication is that programmes are needed also to 
correct the differential access to education, skills — 
and employment, and socially generate childcare 
resources for the poorer female workers. The third 
approach focuses on the deprived environment in - 
which the poor live without any of the basic 
facilities. Poor access to drinking water, non- 
commercial sources of firewood and fodder, and 
the sheer necessity of undertaking a host of use- 
value generating activities in the case of the 
landpoor in under-developed regions impose 
enormously time-and-energy consuming toil on the 
female and juvenile, contributing to their chronic 
calorie deficit, educational deprivation and labour- 
market disadvantage. Much of the enormous double 
burden of the poorer women consists of the 
multitude of gathering-and-maintenance tasks 
necessitated by poverty, social rigidity of the sexual 
division of labour in which these tasks are rarely 
shared by men, and degradation of the commons 
with construction projects and commercial 
enterprises. The policy implication is the priority of 
targeted provision of potable water, cooking fuel, 
etc. for the landless and near landiess rural labour 
households. 


The evidence of hierarchical segmentation of the 
rural labour market, and_ stratification of 
opportunities by sex-class, caste, is relevant to the 
formulation of development policies and poverty 
programmes. The rural poor are not a homogenous 
mass; and there are non-random differences in 
terms of the so-called supply price of labour, the 
access to employment options and to the means 
for improving the options. The rural poor in India 
are also regionally differentiated increasingly so with 
the growing regional disparities in agricultural 
development and in the state of the rural non- 
agriculture. The problems facing the rural poor are 
quite different between Gujarat, with thriving dairy 
and food-processing co-operatives, Punjab or 
Haryana, with prosperous agriculture and agro- 
related rural jobs, and Bihar or Orissa, with 
stagnating agriculture, declining cottage industries 
and windling access to the commons for 
subsistence. In the agriculturally prosperous regions, 
the farm labour market gets major influx from the 
depressed regions and from the ranks of the 
resource poor and underemployed within the region. 
In the low-growth rural areas, the labour market is 
severely segmented by sex and by the caste/ethnic 
hierarchy. While the agricultural growth process has 
generated some homogenising effect on the labour 
market, and modified some of the older types of 
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segmentation, the differentiating, proletarianising 
effects of agricultural growth have contributed to 
the persistence of rural landless/semi-landless 
poverty despite fairly decent overall growth rates. 
In the agriculturally underdeveloped regions with 
poor availability of potable water and with extensive 
commercial and mining deforestation, the female 
poor are adversely affected by the combination of 
segmented, depressed labour market and severe 
double burden. 


Semi-Proletarian Peasant 


The mixed categories of the petty landowning 
workers in industry in semi-rural locations, the 
cultivating families with a miajor non-farm income 
source, and the single male migrants from peasant 
and artisan families in low-income urban 
occupations, are of considerable interest. According 
to some, the semi-proletarian peasants or the 
smallholding workers are a conduct for the diffusion 
of ideas and incomes from the urban workplace. 
According to this, they are hopelessly riddled with 
internal divisions, vertical ties of dependence and 
alienation from landless co-workers. Anyway, the 
growth of this hybrid category has two implications 
for the rural labour markets. 


First, by generating part of the subsistence for the 
workers’ families, the small peasant holdings and 
artisan units sustain financially weaker firms in 
semi-rural and urban locations that manage to get 
in a position to tap the cheap labour. The informal 
sectors of industry are multiplying as rapidly as the 
growth of organised industry and rural infrastructure 
permit. The minimum standards of wages, working 
conditions and worker safety are largely non- 
operative in the unorganised small-scale industrial 
sector, as they are in the case of agricultural 
labour. Even so, the landless rural families have 
very little access to employment in this sector, 
although they might gain indirectly from its overall 
demand pull on the rural labour markets. 


The second impiication is that the infusion of 
remittance from single migrants, or the extra 
income earned locally, would seem likely to improve 
the viability od small-holding peasants, contain 
somewhat the process off agrarian differentiation, 
and finance the diffusion of technological inputs in 
their case. In the sixties and seventies, peasants 
have been adversely affected by either eviction or 
the withering of tenancy option, and by their 
disadvantage in the access to change. 
Consequently, many of them turned to wage-labour 
in agriculture or outside. It now seems that they 
might still hold forth, owing to the edge they have 
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over the landless families in terms of access to 
industrial and tertiary employment, whether as 
migrants or locally in those areas where industrial 
growth has grown a rural tail or wing. Along with 
the recent shift in agricultural policy in favour of 
the small farmers, the policies to step up semi-rural 
growth of small-scale industries may yet help to 
boost peasant productivity. The edge that peasants 
seem to have over the landless labour households 
in access to non-agricultural employment above the 
level of construction and coolie labour, stems from 
the minimal security margin effected by the 
household production unit. It allows them to seek 
education or training for a member, to afford the 
job search costs, to utilise the kinship-based 
networks for information, contact and mutual help, 
networks that are often weaker and splintered in 
the case of landiess labour families. The resulting 
inflow of cash partially feeds back into the small 
peasants get busier in household enterprise, and 
their younger members go for industrial and white- 
collar employment, one could perhaps argue that 
the market for agricultural labour would be left 
more and more to the landless and semi-landless. 
The resulting increase in homogeneity of the | 


agricultural proletariat might help the process of 


their collective organisation. 


informal Sectors and Rural Labour 


The informal sectors have both wage-employment 
and self-employment. The growth of large-scale 
industry and business has generated a wide range 
of small-scale manufacturing and serviced units that 
are either vertically integrated or complementary 
with the organised sector. The small units and the 
cottaged out work use rural labour at close to 
agricultural wages, their conditions and even the — 
labour relations reflecting the rural conditions. As 
towns grow and cities extend, the rural hinterland 
begins to transform, not only with the spread of 
small-scale units, subcontracted workshops and 
firmed out work, but also as rural inhabitants 
commute to trade goods and services in urban 
bazaars or to work for wages and salaries. 
Supplying low-cost goods and services to urban 
areas, many eventually migrate to, or squat on the 
fringe of cities. 


The informal sector is variously viewed (a) as an 
‘industrial reserve army’ used for surplus extraction 
to fuel capital accumulation at the organised apex, 
(b) as a ‘marginalised’ workforce subjected not so 
much to capitalist exploitation as exclusion from 
access to jobs, resources and growth infrastructure, 
(c) as a world of petty capitalists and 
entrepreneurs working their way up, (d) as a 
<class aa 
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dependent subsidiary, a sub-structure of organised 
industry and commerce. Though all four elements 
are often present, the policy implications are 
different to the extent aspects, (a) and (d) are 
true. Quite often formalisation is deliberately avoided 
or minimised, and vertically controlled layers od 
subcontracted small firms and petty producers are 
maintained in order to save labour and overhead 
costs, bypass labour unions, retain the convenience 
of adjustment to market fluctuations, and take 
advantage of the subsidies or tax exemptions 
reserved for small units. In the fifties, many studies 
were concerned about the lack of subcontracting 
between large and small units, and held up the 
Japanese case as the model for labour-intensive 
industrialisation. Recent studies document the 
impressive growth of modern small industries in 
urban and semi-rural locations subcontracted by 
large industrial and commercial units, but are now 
concerned about its welfare implications. Home- 
based piece-wage work, contracted through 
networks of intermediaries, have also grown rapidly 
in recent years and spread through rural and urban 
areas. With a large unorganised substructure of 
organised industry, labour laws and factory unions 
cannot work for broad-spectrum labour protection. 
Restricting factory employment at regulated wages, 
benefits and conditions seems to have become a 
trend in manpower policies of big firms, 
undermining the progress in unionisation made in 
the fifties and the sixties. 


Unions could perhaps improve wages more 
broadly by organising the informal sector workers 
at the bottom, or in the extensive periphery of 
formal sectors and purchasing a more solidaristic 
wage-bargaining strategy, weighed in favour of the 
bottom strata and in favour of certain non-wage 
demands (cheaper food, health services and 
education). Covering a broad spectrum of worker- 
groups (workers in small firms, home-based 
workers, farm labourers) seems more likely to 
strengthen than dissipate labour movement. Once 
the dispersed workers are organised for bargaining 
and protection, an ‘informalised’ pattern of industrial 
growth can be useful for its greater employment. 
This aspect of vertically integrated decentralisation 
could be enhanced with co-operative or socialised 
ownership in some cases, and with competing or 
inter-active capitalist and co-operative enterprises in 
others. 


When industry informalises in order to by 
pass labour laws and_ existing unions, 
worker organisation could use either or both of 
two strategies: (a) reach out to cover the 


informal workers; (b) operate worker-managed 
firms. Kerala has an example of the first in 
the spread of union-type movement from 
coir factories to the small coir producers in dealing 
with the merchant-shippers and dealers. A few 
working examples of the second can be seen in 
the bidi co-operatives (union-managed factories) in 
Kerala, the milk co-operatives in Gujarat, and some 
worker-managed tea estates in Tripura after they 
had been abandoned by owners declaring 
bankruptcy. There are, ofcourse, many examples 
(the dairy and handloom weaving cases) of an 
existing set-up of household production units being 
vertically integrated into co-operatives, to combine 
dispersed production and protection of the workers 
with centralisation of the operations having scale- 
economies. 


Stratified Access to Rural Non-Agriculture 


We have noted that significant changes are taking 
place in the rural non-agricultural employment 
in India, with the expansion of white-collar jobs 
and the village-ward spread of modern small 
industries, contract work and home-based piece- 
work, and also the expansion of low-wage 
temporary employment in the public works. A small, 
though increasing in number of educated and 
semi-skilled regular workers at relatively protected 
wages is changing the rural elite structure, at 
least in some regions. By and large, they as 
well as the single migrants to cities are from 
the relatively affluent landowning or trading families, 
able to afford some education and the investments 
involved in the process of occupational mobility 
and earning diversification. A far larger number 
of rural workers are in rural small industries, 
traditional or modern, and in semi-urban informal 
sectors. The remuneration may not be much 
higher than the agricultural wage rates, but the 
work may be year-round and the scope for 
sequential job advancement better. Earnings from 
these sources interact with the upward mobility 
strategies of those just above the bottom strata. 
The poorest of the rural poor, mostly harijan and 
adivasi landless labour families, without the minimal 
margin necessary to undertake any long-term 
Strategy to improve earning options, constantly 
seeking casual employment, are mostly channelled 
into construction labour, quarry and coolie labour as 
the only alternative to low-wage casual agricultural 
labour. 


The stratification of job access from the standpoint 
of the rural poor in India is regarded as remediable 
with a combination of policies involving some 
distribution of land or non-land assets, targeted 
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training and placement, and short-term transfer 
payments (or relief-type employment in the rural 
public works). Two moderately asset-distributive 
strategies have been emphasised in recent years: 
of land through the ceilings,and of non-land assets 
as under the IRDP-loans to buy some means of 
self-employment, and skill training of the youth for 
better job options. One could stress the need for 
a much stronger commitment to the schooling of 
children of the rural labour families, and for 
homesite entitlement of landless labourers (9.6 per 
cent of India’s rural households did not own even 
a hutsite, according to the 1971-72 NSS). Given 
the moderate degree that the asset distribution 
programmes so far added up to, the transfer 
payment aspect had to remain an important part of 
the anti-poverty policy-making. Also important are 
targeted food subsidy for the rural labourers, 
counter-seasonal ‘food for work’ programme with 
foodgrain wages (to maintain the real caloric wage 
in the face of rising food price), reform of the 
hiring procedures in he rural public works (to 
eliminate the extortion and abuse by private labour 
contractors) and inclusion of supplementary projects 
(for firewood, vegetables, etc.) in public works to 
generate basic consumption goods for the labourers 
employed there. Encouraging the organisation of 
labour groups, and using their agency and active 
participation in recruiting labour, designing projects, 
and administering the relief components can help to 
save cost and protect their interests. 


Growth Without Labour Absorption 


The agrarian proto-proletariat and semi-proletariat 
has expanded in absolute and relative size. The 
medium-to-large farmers are adopting technological 
innovations. The hiring of agricultural labour on 
short-duration commercial contracts is on the rise, 
and the traditional forms of attached (long contract) 
and bonded labour and cropsharing tenants 
somewhat on the decline. The proletarianisation, the 
growth of profit-oriented agrarian enterprise using 
technological change, and the expansion of the 
rural Jlabour markets all seem to indicate capitalist 
dynamism in agriculture. At another level, the poor 
rate of labour absorption despite the very low 
wages, the high time-rate of unemployment per 
agricultural labourer, and the somewhat excessive 
degree of resort to machinery and labour-saving 
crops all seem to reflect the structural factors of 
agrarian capitalism, factors that we have discussed 
earlier. Perhaps they also reflect the operation of 
some extra-economic factors that anthropologists 
have noted. Landowners seem to be opting for 
machines, tree crops and sugarcane, and 


unweeded fields even though labour is nether — 
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scarce nor expensive, to some extent because they 
are resentful of the labourers’ new desire for 
dignity, their wanting to wear clean clothes and 
send children to school, their ‘daring’ to organise: 
among themselves the way only the privileged 
are supposed to do, instead of remaining fearfully 
and abjectly dependent on patronage (Mencher:. 
1988; Breman: 1985). Refusing to take advantage 
of cheap labour in order to vent the irritation - 
at perceived ‘arrogance’ of labourers reveals 
ire more than economic drive, social culture more 
than economic calculation. Minimum wages 
and conditions, and labour’s agitation for it, 
are violently resented not because it will seriously 
cut into profits (machinery unweeded fields 
or herbicides may actually be more costly), but 
because it symbolises acceptance of a change 
in relations of social control. The cost that counts 
to the landed employers is not just that economic, 
but also cultural, largely symbolic or ritual. Perhaps 
it takes a long time for class relations to fall 
in line with class differentiation. Perhaps the 
extra-economic tension to change (even 
expected change) from the old basis of 
power can sometimes be strong enough to 
hinder conversion to the new basis of power, 
even when the objective conditions of class 
structure have changed. Lords do not always 
promptly become Kulaks, and selfholders good at 
the capitalist exploitation of labour power. Culture 
can counteract the profit motive, atleast party. 


Anyway, the contradiction we face seems to be 
that while growth is taking place in agricultural 
production, it is not using nearly as much labour 
as it could and should. The result is massive 
landless poverty and a significant constraint for 
non-agricultural growth (except in export-oriented 
sectors, elite consumption goods and labour-saving 
machinery, the combined weight of which is not 
and will never be large enough in India to 
compensate for the failure of agrarian structure to 
generate the needed employment). It is this 
contradiction, which has emerged in the course of 
nearly three decades of agricultural growth in India, 
than now underscores the urgency of renewing or 
stepping up the efforts along three fronts the 
redistribution of land and non-land assets to the 
rural landpoor for more self employment; the 
organisation of the mostly casual wage-labourers in 
the sizeable informal sectors, including agricultural 
labour direct alliance with the ‘exploitation-neutra 
agents’ among intellectuals, students, social workers, 
school teachers and administrators of education, 
skill training and placement targeted for members 
of the landless labour families. 

For Notes please refer the original article 
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Turning Point : Issues 
before the Women’s 
Movement in India 


- Neera Desal 
Humanscape, November 1995 


The women’s movement has to confront the 
formidable challenge of fundamentalism, apart from 
tackling economic policies which are setting the 
clock back. 


The Beijing Conference over, we are now entering 
a new phase of activities; meeting and sharing 
experiences between participants, evaluations on the 
gains of the conference, expressions of joy and 
reinforced zeal for the movement. Overall there 
seems to be a recharging of determination to 
actualize the promises made in the name of the 
women’s cause. 


This is an opportune time to think quietly about 
how the scenario has changed from 1975 through 
1985 to 1995. Two decades of the women’s 
movement have drawn serious attention to the 
need for sharper strategies and sounder visions to 
establish gender equality. 


It is not easy to pin-point a time period when the 
women’s movement started since there are latent 
processes before the stir is visible. It can be 
averred that the declaration of the International 
Women’s Year and the UN Decade of Women 
were the catalysts in focusing attention of women's 
issues, forcing governments to listen to women’s 
demands and devise policies to combat their 
problems. 


In India, a peculiar juxtaposition of forces in 1975 
place women’s issues on the centre stage. Mass 
movements like those of the tribals in Maharashtra, 
the Bodh Gaya movement for land rights, the 
Chipko movement to preserve forests, the anti-price 
rise movement and the Telangana movement in 
Andhra Pradesh were precedents of the women’s 
movement of the seventies. The path-breaking 
findings on the condition of women in the report 
“Towards Equality” of the Committee on Status of 
WOmen in December, 1974, and the first meeting 
of the UN at Mexico in June, 1975, to observe 
International Women’s Year which was later 
transformed into a decade, are some of the 
significant landmarks. 


India did not have a high profile in the first 
conference due to the internal political crisis which 
finally culminated in the Emergency. It would be 
useful to recall that despite the Emergency, the 
first Woman’s Conference was held in October 
1975, at Pune where poor, rural and Dalit women 
predominantly participated (for details ref Gail 
Omvedt. We shall smash this Prison). Around the 
seventies and early eighties, the autonomous 
women’s groups began to emerge mostly around 
the issues of rape and bride-burning. Legal activist 
Flavia Agnes says,” The groups which mushroomed 
in various cities consisted of women from the Left 
and liberal backgrounds many of whom were 
professionals from the middle and upper state of 
society. To focus attention on the issues, women 
walked the streets in protest marches shouting 
slogans. The initial spontaneous marches led to 
more sustained activities like counselling centres 
and support services”. (Elavia Agnes, p1123, EPW 
May 7, 1994 also ref Confronting Myrias 
Oppressions, Voices from the Women’s Movement 
in India, 1995). 


Besides the issues of rape and dowry, the health 
of women, particularly the relation between nutrition 
and energy requirements, domestic violence, 
patriarchy in various spheres and the emergence of 
Women’s Studies were developments of the first 
decade. The period also witnessed the growing 
interest of foreign funders in grassroots activities 
and the transforming focus of state policies from 
‘development’ to ‘empowerment’. Some of the 
national-level women’s organisations such as the All 
India Women’s Conference, YWCA, All India 
Coordination Committee of Working Women, 
National Federation of Indian Women, Janwadi 
Mahila Samiti, Centre for Women's Development 
Studies and Indian Federation of University 
Women’s Association assessed the progress during 
the mid-decade and examined the needs of women 
within the national priorities identified in the sixth- 
plan Framework. This resulted in a booklet titled 
“Woman of the 80s”. The step was significant 
because many of these organisations had not 
vehemently articulated a critique of the government 
policy on women. 


The ‘Forward looking strategies for the 
advancement of women adopted by the WOrld 
Conference at Nairobi in 1985, reiterated the 
principle of equality and launched efforts to 
integrate women into the development process, 
Despite concerted efforts, both at the national and 
international levels, the post-Nairobi developments 
have not at all been favourable to women. Not 
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only have some of the earlier problems intensified, 
some new problems have emerged which have 
posed a serious challenge to the women’s 
movement. 


The second decade of women’s movement is 
set in a very different context. The macro changes 
operating in the Third World countries and 
particularly in the Indian sub-continent, are 
challenging the prioritisation of issues and 
the formulation of strategies. The overwhelming 
prevalence of poverty, unemployment and illiteracy 
are glaring features of the Third World countries. 
In India, the impact of restructuring the economy 
the policy of liberalisation and widening range 
of market forces is taking a_ serious toll 
on women’s condition. This situation has increased 
the chasm between the elite and the common 
people. 


This has not only disturbed activists and academics 
but compelled some of the scholars to include a 
Gender-Related Development Index (GDI) along with 
the Human Deveiopment Index (HDI). Out of 130 
countries, India is placed at 99 in the Human 
Development Report, 1995. The increasing violence 
against women, child rape, declining sex ratio, 
female foeticide, growing unemployment and many 
other figures point to the worsening condition of 
women. (A Perspective from the Indian Women’s 
Movement, 1995). 


The development policy targeted at the rural 
poor, also included schemes, which would benefit 
women. Though the five year plans hardly touched 
women’s economic problems, in the sixth-plan ie 
from mid-seventies, there was a visible shift from 
education and. welfare to their economic 
improvement. The integration of women in 
development gradually changed to the need for 
empowering them which affected the strategy and 
thrust of the movement. 


In its latest policy statement, the government of 
Maharashtra declared that the state was for gender 
equality and promised everything on earth in terms 
of facilities, entitlements such as joint ownership to 
women and equal inheritance rights. With the 
declaration of 30 percent reservation in jobs and 
also in local bodies, the responsibility of the state 
seems to be over! 


The onslaught of structural adjustment policies, 
GATT and the increased operation of market forces 
have led to an increase in absolute poverty, 
reduction in availability of food and growth in 


consumerism resulting in the commodification of 
women. This has been amply demonstrated in the 
misdirected growth of production, increasing 
women’s beauty contests, overpowering effects of 
the electronic media and expansion of the 
unorganised sector. 


Though in the 80s, discussions on patriarchy and 
how it operated in the various spheres of life were 
dominant, today there is a need to examine more 
closely the intertwining of patriarchy with macro- 
forces and assess the combined effect on women. 
The greatest danger from the state is that it 
softens the edge of the women’s movement 
through appropriation of its language, slogans and 
metaphors. 


One of the major challenges to the women’s 
movement today is the growing fundamentalism 
and communalism. The first decade had 
not witnessed the issues raised by the Shah 
Bano Case or the tragic incident of Roop Kanwar. 
The second decade had to combat the communal 
frenzy generated by the Babri Masjid incident 
and the growth of fundamental values which 
devalue freedom of women. The danger is 
not merely from overt constraints but quite often 
from covert strategies which aim at generating a 
psyche which is pro-Hindu, anti-minority and 
regressive. 


During this period, the judiciary has played a mixed 
role, at times supporting the woman’s cause and 
on many occasions, generating controversies which 
led to divisivenes amiong the women’s groups. The 
most recent case is that of the issue of the 
Common Civil Code. 


Political parties, particularly the right wing, in 
the name of protecting the nation from aliens, 
are reinforcing traditions which are devaluing 
women, creating illusions of giving power to women 
by projecting charismatic women leaders who 
can orate well and sway the masses and make 
use of women in critical times. They talk of 
the inner power of women (Nari Gaurav); 
they glorify customs like self-immolation, they 
justify rape on women of the minority community 
and their message to women is to look after 
the home in peace time and be partners in 
perpetrating violence in times of communal or caste 


riots. 


Though the Left parties, under pressure, are no 
longer able to ignore women's issues and have 
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vocal women’s wings, they are also involved in 
Parliamentary politics with an eye on winning 
elections. 


The exercise of placing the women’s movement in 
a context is not to generate a feeling of defeat or 
frustration. In fact, today there is more acceptance 
of women’s demands, increased legitimacy to the 
women’s movement and more visibility. The 
promises of the policy makers are not accepted at 
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their face value. 


The moot point is to recognise the formidable 
forces operating now which call for greater 
solidarity among the women’s groups. The tasks 
confronting the women’s movement is to develop 
the means to counter communal politics, organise 
struggles for an egalitarian society, widen the reach 
of the movement and create a basis for a more 
humane society. 
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Neglected Child - Changing Perspectives 
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It is most ironical that, even though surrounded by 
services, many children belonging to poor families, 
living in urban slums, do not have access to even 
basic services. Amongst those who seek the 
services, the majority return disappointed, as the 
system is either inadequate or unresponsive to their 
needs. In other words, the services provided are 
not user friendly to the poor. This poses a serious 
concern for planners and policy makers responsible 
for providing a safety net for some of the most 
deprived segments of our population. 


An inadequate safety net also confronts us when 
we observe emaciated women with equally 
emaciated children next to them, cleaning utensils 
in our homes or selling vegetables on our streets. 
They may even be involved in hard labour, carrying 
heavy building materials while their neglected child 
is left next to a cement mixer whimpering with 
hunger. In this context, the existence of a large 
number of urban ICDS and UBSP projects, 
sanctioned for the city’s poor and the woman and 
children left without care, once again proves that 
the safety net has failed us. 


Focus on accessing minimum needs for 
children 


Families living in slums belong to diverse socio- 
economic categories. For the purpose of this 
discussion, the focus will be on children belonging 
to poor families who are the targets of the 
minimum basic services. The hypothesis is that 
these children are the ones who slip through the 
holes in the safety net of the programmes meant 
to benefit the poor and the needy. Conversely, 
families with resources, almost always, have access 
to more better services for their children, Children 
belonging to catagories with special needs such as 
girls, disabled children, sexually abused children, 
children of prostitutes, working children and street 
children, living in their own kinship group but not 
belonging to a particular slum area also fall through 
the holes. 


Role of family in meeting minimum needs 


It must always be remembered that the family is 
still the most important source in meeting minimum 
needs. When a child falls sick, the mother and 
other family members rally around the child to 
provide home treatment and nursing care. Friends, 
relatives and neighbours pool their resources as 
well as their ingenuity to bring about a true 
convergence of forces at their command to provide 
the necessary help at the point of time. It is only, 
when the illness is beyond its coping ability that 
the family seeks help outside. Admittedly, the 
Capacity of the family to meet minimum needs in 
terms of illness care, education, food, etc., is 
compromised when illiteracy and low income dictate 
a poor quality of life. 


Child care services to meet minimum needs - 
some notable lacunae 


Various child care programmes were designed and 
implemented soon after Independence to ensure the 
provision of minimum services. These have been 
specifically targeted for the weaker sections of the 
community. Our nation can take pride in the fact 
that it is implementing one of the most extensive 
child care services anywhere in the world. The 
Integrated Child Development Services (ICDS) are 
now reaching out to cover almost half of our total 
population even in remote rural, tribal and densely 
populated urban areas. Similarly, Urban Basic 
Services for the Poor (UBSP), which has been so 
far implemented in a limited way, is going to be 
extended all over the country in a phased manner. 


To begin with, the programmes were designed to 
address specific needs like nutrition 
supplementation, pre-school education, creche/ 
Balwadi services, etc. Over the years, however, 
experience showed that single interventions have 
failed to improve the status of the child. Hence, 
programmes such as ICDS were introduced to 
deliver a package of services. 


A further innovation has recently been brought 
about in UBSP, where the emphasis is now on 
community self-reliance and micro-planning to bring 
about convergence. Nevertheless, the most glaring 
deficiency in programmes operating in urban areas 
is that they often lack the geographical 
‘accountability’ which exists in rural programmes. 
For example, the Primary Health Care (PHC) 
programmes in rural areas cover a block, with sub- 
centres and health personnel responsible for a 
specific population living in a geographical location. 
A similar programme of PHC does not exist for 
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urban areas, barring exceptions like that of a 
project of the Calcutta Metropolitan Development 
Authority. 


When there is no accountability in terms of 
geographical areas, it is easy for the target 
populations to slip through the holes of the safety 
net. For example, except for areas covered under 
ICDS in urban slums, where Anganwadi Workers 
are responsible for providing a number of services 
to a specific target population, the remainder of the 
community is not covered systematically for 
diseases like TB, health problems of women, etc. 
Therefore, the unreached sections often depend on 
private sources of health care, as the city hospitals 
are saturated with cases referred by the rural 
health system. 


The ‘situation is further aggravated by those who 
manipulate the system to influence access to 
scarce services. This of course, does not imply 
that the’ system is fool proof in rural areas and the 
vulnerable groups do get services in a systematic 
manner. 


Problems of access and utilization - some 
examples 


Despite their resource constraints, families, do a 
. laudable job in providing minimum services to the 
child. Taking an example of a family, seeking help 
for the treatment of a sick child from the health 
care system, as it exists in the urban areas, the 
process followed is as follows : Home treatment - 
Private practitioners - Municipa/Government Hospital 
Out-Patient Department (OPD). Given below a 
some of the reasons that make the service-seeking 
process difficult. 


1. Socio-economic status of the families 
The mothers (rarely fathers) who bring 
children to the health facility, often have to 
forego their daily earnings, as the outpatient 
timings clash with their peak earning time. 
So, they prefer to seek treatment from 
private practitioners who open their clinics in 
the evenings and accessible to them at all 
times, of course at a price. If the disease 
subsequently becomes serious; mothers go to 
the Government hospital or dispensary, where 
they may still end up paying for medicines or 
investigations which they would have received 
free if they had the right connections. 


2. Quantum and quality of services 
available 
While the country lacks resources to provide 
health care services to all citizens equally, the 
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rich use their influence to soak up the few 
services available. In health care centers, 
medicines are often insufficient and the health 
providers are exhausted by the huge numbers 
who crowd their clinics to seek help. Under 
such excessive pressure the quality of 
services suffers. The poor use pubic services 
only as a last resort. This is exemplified by 
the fact that, outside the gates of major city 
hospitals in Calcutta, cots are sold for 
carrying the dead for performing the final 
rites. 


3. Attitude of health care providers 

Under the pressure of sheer numbers, health 
care providers often become indifferent to the 
needs of the individual patient. As salarted 
workers, they also enjoy a status which 
makes them ‘one up’ vis-a-vis the poor in 
need of help - a situation where they can 
afford to look down upon the poor patienis. 
Human dignity is a questionable entity a most 
of our health facilities, where people are 
subjected to a long waiting time and casual 
attention by the health care providers. 


Mushrooming growth of private health 
facilities 


Taking advantages of the weaknesses of the 
existing municipai and/or governmental care 
facilities, private commercial sources have set up 
hospitals, polyclinics and nursing homes in most of 
the urban areas all over the Country. These have 
links with medical practitioners who refer to them 
patients who can ill afford the cost of private 
medical care. They are, however, compelled to do 
so, often incurring massive loans to offset the 
deficiencies of the public health facilities. Some of 
the private health facilities are indeed very well 
equipped and staffed and may well continue to 
serve the interests of the affluent, whose medical 
bills are subsidized by their employers. To some 
extent, these do reduce the load of existing 
government/municipal hospitals/dispensaries, insofar 
as they continue to attract the higher income 
groups. 


Ways to enhance access and utilization of 
services 


Highly subsidized services that are provided by the 
Government and voluntary organisations represent 
the only hope that the majority of our population 
has, to fulfil its basic needs. Efforts must be made 
to remove the various impediments listed in the 
paper to make services user friendly and more | 
efficient. 
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To improve the status of service delivery, the population. 
following steps are suggested : 


1. Supporting the family and ensuring Services have to be located strategically in 


proper targeting 


The family looks after its members and gives 
first priority to children in an exemplary cost 
effective way. As adults and children in the 
family become more literate, they have better 
access to. skill upgradation and _ job 
opportunities. As the family starts progressing, 
slowly but surely, going beyond survival and 
investing in its future growth, its daily diet 
improves, housing gets upgraded and water 
supply and sanitation get assured. 


It will be most revealing to document the 


process of the survival strategy, adopted by | 


such families, despite insurmountable odds. 
Key informant interviews in any slum area 
may well identify the success stories which 
may allow us to sharpen our own strategy 
while implementing intervention programs. 


Promoting growth of community 
structures 


Community structures such as Mahila 
Mandals/Yuvak Mandals and neighbourhood 
committees work best at the interface 
between families and service programs. 
Community volunteers, answerable to these 
community structures, should work closely with 
targeted families of the locality to provide 
information, support several networks during 
emergencies and also develop access to 
services. Promoting the growth of community 
structures, facilitating voluntary action and 
training community volunteers should emerge 
as the major foci in slum development 
activities. 


Increasing the quantum of services and 
locating them strategically 


It can be argued that the increased spread 
of services, by and large, works to the 
advantage of urban areas. One cannot, 
however, escape the inevitable fact that the 
basic services provided are spread too thin 
over a large population. Further, as indicated 
earlier, access to such _ services is 
compromised in urban areas due to non- 
accountability in geographical terins. Therefore, 
much greater investment in personnel, 
infrastructure and equipment is necessary to 
provide the basic minimum services for our 


order to serve the poor and needy in densely 
populated urban slums. Even in times of 
financial stringency, the basic human needs 
cannot be sacrificed and resource allocations 


for health, education and welfare should be 


increased proportionately to the increase in 
our population. ad 


Ensuring convergence 


It is ironical that most of the service available 
to target populations follow a _ vertical . 
approach. For example, a destitute family 
may receive food supplementation for its 
children from the ICDS program but may not 
have access to a ration card under the 
Public Distribution System. So the family 
remains short of food, as most of its income 
goes towards the purchase of higher priced 
cereals and other essential foodstuffs from 
the open market. 


If the family had some means of optimizing 
its access to various welfare programs 
available too the destitute sections, it could 
somehow ensure its own survival. Programs 
designed for the poor must move away from 
the vertical approach and ensure a multi- 
sectoral approach, integrating inputs from 
health, education, skill upgradation, etc. Such 
efforts at convergence will have a multiplier 
effect, which is ultimately cost effective. 


Giving first priority to children 


In the rush to avail of services, children very 
often lose out in the race while adults siphon 
off most of the scarce resources. This is 
seen commonly in the higher investments that 
are made in secondary and tertiary education, 
as compared to primary education. Primary 
education should receive first priority in terms 
of investments, with enough resources set 
aside to educate the vast numbers of working 
children. Finally, compulsory education at the 
primary stage should receive the serious 
consideration it deserves. 


In health care, to give another example, the 
outpatient services should be organised 
according to age groups. Children should bé 
seen separately from adults and medications/ 
services arranged accordingly. Futhermore, 
opportunities for vocational training should first 
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be offered to children, whenever there are 
such candidates, and then to young adults. 


Conclusions 


Poor families living in urban areas make the 
best possible efforts to provide best services 
to their children. Poverty, illiteracy and lack of 
skills compromise these efforts, particularly in 
addressing these minimum needs from resources 
unavailable in the home. The services designed as 
safety nets to catch the poor are often full of 
holes through which the poor fall out, thus 
remaining deprived of the very services designed 
for them. 


Despite the scarcity of resources, investments in 
providing services to the population should be a 
priority, as basic services are still too thinly spread 


out. In looking at our welfare policies for the 
future, the urgent steps that should be followed are 
: providing family support to improve the capacity 
inside the home; facilitate the growth of community 
structures like Mahila mandals/Yuvak mandals, etc. 
Community volunteers, accountable to local groups, 
should interact with target families, providing the 
information and linkages necessary to obtain help 
for children from outside the home. | 


All efforts must be made to ensure convergence of 
all the programmes designed to serve the poor. 
Convergence of services at the home level and the 
programme level will increase the effectiveness of 
interventions manifold. Finally, to prevent wasteful 
allocation of scarce resources, all programmes 
implemented in the field should first be targeted to 
Children. 
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Introduction 


When children work, both their education and 
health suffer. How does this happen? The Indian 
School system has a single point entry and 
consists of a sequential and full-time format of 
institutional instruction by full-time and professional 
teachers. One of the most comprehensive critiques 
of such a system in relation to the circumstances 
and needs of rural and agricultural society has 
been formulated by the noted educationist, the late 
J P.Naik. He argues for a radical transformation in 
the traditional model of formal education. Despite 
the advantages of the single point entry method 
such as the creation of the homogeneous age- 
group cohort which rises, year after year, to 
successively higher classes, it means that the chid 
who is unable to enter school at class | at the 
age of six years remains outside if forever. Though 
in principle the same child could enter class | at 
age eleven years, he would have to be with much 
younger children and despite his readiness to go 
faster, he would have to learn at the same speed. 
Most likely he would become a drop out. Naik 
(1975a: 117 ) says : “What such a child needs is 
specially organized classes where primary education 
is imparted through special techniques suited to his 
more mature mind. But there is no provision in our 
system for this purpose”. 


Naik recommends a multiple-entry point at different 
ages say nine, eleven, fourteen and so on. 
According to him, an elastic schooling system 
which permits children to enter it as and when 
they wish to or are in a position to do so would 
attract large numbers of children who would 
otherwise have remained illiterate (ibid).' 


J.P.Naik makes a number of constructive 
suggestions to orient the school system to the 
needs of rural working children. For one thing, the 
school calendar should be so adjusted as to allow 
time off for agricultural operations like sowing and 


1 See also Naik 1975b and 1982. 


harvesting; for another, to reduce stagnation on 
account of children failing examinations, flexible 
systems which condense the curricula of classes. It 
IV into a shorter period of about two years for 
children over eleven could be devised. Another 
important recommendation he makes is to have 
pre-schools or creches attached to primary schools 
so that girls could bring their younger siblings there 
and look after them, as well as get an education. 
Instead of relying upon full-time professional 
teachers who raise the costs of the school system, 
Naik suggests simple solutions like employing local 
carpenters, tailors, singers and young persons who 
could teach for part of the time. Such a step 
would aiso generate additional local employment at 
lower cost. In summary, Naik’s contribution has 
been to suggest that the schooi system be re- 
oriented to cater to the needs of working children 
in an agricultural society in a practicable way and 
at a low cost. 


The lack of adequate infrastructure apart, the most 
common explanation for parents not sending their 
children to school is that they are too poor. It is 
argued that the economic contribution of the child 
to the income of the family whether by bringing in 
a wage or by doing household maintenance work 
and thus releasing adults for productive work is so 
important that the family cannot afford to lose this 
economically productive time for his or her 
schooling. Clearly, there is some substance in such 
reasoning, as poor families exist on the margins of 
survival. 


Yet, such an argument fails to take into account 
the exploitation by vested interests of young 
children. Many studies document the role of vested 
interests and the impact they have upon the lives 
of children. It is also true that working children in 
India, by and large, belong to the poor regions of 
the country, the socially disadvantaged sections of 
society and some minority groups. There is a 


' vested interest in seeing that the children of the 


poor do not avail themselves of the facilities for 
education. Large numbers of children are lured 
away from schools by middlemen who offer a 
better life if they agree to work. In what follows, 
examples are given from the match and carpet 
industries of how this process operates. This 
probably happens in other industries using child 
labour, but very little documented evidence was 
available. My own research in the five industries of 
glass, brass, lock, gems, pottery did not look at 
this aspect in great depth. 
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Vested Interests 


In many of the large concentrations of child labour 
in India such as Sivakasi in the State of Tamil 
Nadu where the match industry is housed and 
where approximately 45,000 children are working, 
Smitu Kothari, a social activist, observes that,... In 
village after village we found cases where children 
were induced to leave school to support the family 
economically’ (Kothari 1983 b : 13). 


The educational status of children in the match 
factories of Sivakasi is dismal. UNICEF supported 
@ sample study to investigate it. They conducted 
their survey in sixteen factories which were 
employing 4725 children. Of these 4725 workers, 
544 were working at home. The figures are 
startling as they reveal that of the 4181 children 
studied, 3323 or 79 per cent were totally illiterate. 
Children numbering 474 or 11 per cent of the 
sample had received education up to the primary 
level. There were 384 drop outs accounting for the 
balance 9 per cent. When the research team 
looked at the wage register, they found that 81 
percent of the children had received payments after 
affixing their thumb impressions and only 19 per 
-cent had signed their names. Thus in one of the 
largest concentrations of child labour, Sivakasi, 
nearly 80 per cent of the children were illiterate 
and most of them came to the factories from the 
rural areas in factory buses which left the village 
at 3 a.m. or 4 a.m. to return only after dusk. 
These children, mainly girls, are from Scheduled 
Castes and work ten to fourteen hours a day at 
break-neck speed in order to earn a pittance of Rs 
2 or 3 per day (Area Development Report n.d; 25- 
7). The average age of the working child is 
between eight to twelve years. According to the 
Area Development Report, ‘It looks as though the 
mid-day-meals programme is the chief motivational 
link for most children to attend schools in an 
irregular fashion’ (ibid : 27). 


If one looks at the educational status of children 
working in the carpet factories, the situation is 
similar. Prembhai, a social worker, was asked by 
the Supreme Court of India to investigate the 
incidence of bonded child labour in the carpet 
industry of Mirzapur-Bhadohi-Varanasi in the State 
of Uttar Pradesh. He interviewed 858 children who 
had migrated from the adjoining district of Palamau 
in the State of Bihar and found that only one chid 
had been to high school. Thirteen children (1.5 per 
cent) had been educated from class IV to VI(. 
Sixty-five children (8 per cent) had received 
eduction from class II to class V: seventeen 
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children (2 per cent) were barely literate. And the 
bulk of 762 children, that is almost 89 per cent, 
were completely illiterate (Prembahi 1984 : 51). 


School authorities in the carpet belt are extremely 
concerned that children are being sent to work 
rather than to school. Parents are being bribed by 
middlemen with small consumption loans and an 
assurance that the child will learn a ski; they are 
then made to work fourteen to sixteen hours a day 
under the most unhygienic conditions which are 
also akin to semi-slavery. The situation in the 
carpet belt of Mirzapur-Bhadohi-Varanasi is so grim 
that local teachers were really concerned about 
what would happen to those children who were 
being made to leave school in large numbers. 
Prembhai observes in his report that teachers, 
educational administrators and village elders al 
reacted negatively to the impact of the industry. 
People told him that harijans were taking their 
children out of school to enter the industry and 
there was a discernible trend in the migration of 
children to those areas where the industry 
operated. One harijan leader told him that the 
industry was blocking the development of harijans 
and promoted illiteracy amongst them. (ibid : 135) 


There are aproximatley 150,000 children working as 
carpet weaves in the Mirzapur-Bhadohi carpet belt 
(Juyal 1987 : 26). The number of working children 
in the carpet belt went up when the Government 
of India set up carpet training centres in the 
Mirzapur area and other places and offered a 
stipend of Rs 60 a month to the trainees. A large 
number of children were forced by their parents .to 
leave school and join the training institutes (Menon 
1986: 65). Once the children had dropped ut of 
school, there was no question of returning. When 
there was a slump in the carpet industry, these 
children were the first to be retrenched. These 
ititerate or semi-lterate children were forced to take 
on jobs in roadside restaurants, as domestic 
servants and so on. 


The match industry of Sivakasi and the carpet 
industry of Mirzapur-Bhadohi-Varanasi are both 
illustrations for the consequences of using children 
for their labour. It is not accidental that in both 
cases the children concerned belong to the socially 
lowest segment of society, i.e. the Scheduled 
Castes, these children are forced into relations of 
bondage with their employers, who suborn the 
parents by advancing small sums of money by way 
of loans and the children are bonded till the toan 
is returned as usurious rates of interest. Apart from 
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the exploitative working environment, one glaring 
result of children’s work is their almost complete 
illiteracy. 


Class Bilas In Education 


It is demonstrable that children who work belong to 
the lowest strata of society and children who stay 
out of school also belong to the lowest rung in the 
class structure. Poromesh Acharya, in a study of 
child labor in four villages of two districts of West 
Bengal, found that of the total non-enrolled children 
in the age-group six to sixteen years, 70 per cent 
belonged to the two lowest agrarian classes, 
namely poor peasants and agricultural labourers 
(Acharya 1982: 18-19). Though the situation may 
well have changed for the better today, the 
statistics are revealing. 


According to Acharya, more than 92 pe cent of 
one set of respondents (who were lower middle 
and poor peasants as also agricultural labourers) 
replied to the relevant question by saying that their 
non-enrolled children were either gainfully employed 
or did household work during school hours. (ibid : 
19). 


Acharya makes an important statement regarding 
the attitude of the upper strata of rural society 
towards free compulsory education. He explains the 
opposition towards making elementary education 
compulsory by referring to the fear of the jotedars 
and the rich peasants that the traditional order 
would be disturbed. he observes that the continuing 
illiteracy of the labouring groups helps the 
reinforcement of the traditional patterns of authority 
in village life. (ibid) 


Acharya’s study found that the rich peasants did 
not want compulsory education because it would be 
inconvenient for them although all the children of 
the jotedars in the age group six to eleven years 
and 84 per cent of the children of the rich 
- peasants of the same age-group were enrolled. 
Acharya does not mince words when he says : 
“The reason are very simple. They are against 
compulsion as they fear that universal and 
compulsory enrolment would deprive them of the 
easy supply of child labour. In that case, they 
would need to hire adults at a higher wage instead 
of child labour, which would lead to an increase in 
their cost of agricultural production”. (ibid : 20) 


U.P. Arora also has a similar observation to make 
regarding the need for child labour by rich 
peasants in the state of Karnataka. Arora argues 


that teenagers are subjected to jeeta (bonded 
labour) by landlords because they are always’ 
available for any type of work. He notes that the 
wards and relations of landlords increasingly go to 
the towns and cities to pursue a higher education 
and, consequently, their is a demand for more 
working hands (Arora et al 1977 : 17). 


Other studies are also pointers to local vested 
interests who do not want the children of the poor 
to get an education. The Rural Wing of the 
National Labour Institute conducted a study on 
bonded labour. Investigators interviewed some 
owners of bonded labourers in Andhra Pradesh 
about education for working children. Their response 
was : 


Once, they are allowed to come up to an equal 
level, nobody will go to the fields. Fields will be 
left uncultivated every-where. We have to keep 
them under our strong thumb in order to get work 
done. (NLI Rural Wing 1977 : 542) 


As in the case of unorganized industry, the cases 
cited above from backward sectors of the 
agricultural economy bring out the importance of 
the need of upper segments of the population to 
maintain illiteracy and thereby their hold on a docile 
and submissive labour force. When one studies the 
links between child labour and education, it is 
helpful to remember the social contexts in which 
child labour flourishes at the expense of education. 
The working child suffers from the spiralling 
disadvantages of being illiterate, coming from 
economically poor classes and belonging to socially 
backward communities. 


Working Children and Schools 


There is a point of view frequently propounded by 
professionals in the field of education and policy- 
makers that the existing school system is irrelevant — 
to the needs of working children. It is argued that 
sterile curricula, rote-based learning and the poor 
quality of teachers amongst other ills, plague the 
school system and that, therefore, neither the 
parents of working children nor the children 
themselves are keen to gain access to it. | have 


‘tried to argue that this is a profoundly mistaken 


idea. Rather, evidence from the field suggests that 
parents have a deep interest in educating their 
children. Education alone can provide mobility to 
the socially and economically disadvantaged 
sections of society. More correctly it is straitened 
economic circumstances which prevent the fulfilment 
of this aspiration; inadequate school infrastructure 
tilts the balance in favour of work. 
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in all the industries | had the opportunity of 
studying, it wa clear that the children of the master 
craftsmen and the better-off artisans went to school 
regularly and spent perhaps a couple of hours a 
day learning the trade. It was the children of the 
lowest level of workers, the underemployed or of 
the unemployed who did not attend school and 
constituted the bulk of the child labour force. By 
and !arge such children belonged either to the 
Scheduled Castes, lower castes or the Muslim 
community. These groups’ represented a 
combination of economic and social disadvantages. 
When one looked at the lives of these children as 
they grew to adulthood, it was apparent that the 
absence of schooling closed the route to upward 
mobility and, once again, perpetuated the 
disadvantages in the next generation. Interview after 
interview, without exception, revealed widespread 
awareness about the importance of an education to 
improve the prospects of children. Almost to a man 
my respondents have great aspirations for their 
children but the absence of an adequate school 
infrastructure offering quality education combined 
with the costs of schooling served to deny them 
the fulfilment of their hopes. In the cases where 
the economic circumstances of the worker improved 
because of some reason or the other, the first 
thing they did was to remove their children from 
the workforce and put them into school even if 
they substituted them with children of an even 
poorer group. It would seem then to be a myth, 
sometimes sedulously cultivated, that poor parents 
are simply not interested in a formal education 
for their children. In every industry workers knew 
about how sections of the better-off, like the 
entrepreneur, the trader and the exporter, send 
their children to schools to learn English so that 
they would be able to deal better with the outside 
world. 


It is ironical that the conservative approaches of 
experts have grown with fresh information regarding 
the deleterious effects of work on the health of 
young children. Many discussions on health hazards 
- for working children start with opening statements 
like: ‘Not all work is hazardous to children’ (Gore 
1985 : 2-3) or ‘work can in fact be beneficial to 
the child’? (Pitt 1982a : 12). More recently, an 
important study conducted in Bombay has argued 
that working children are in fact healthier than non- 
working children because of the food they get to 
eat’. In fairness, it must also be said that those 


who have written extensively about health hazards 
to working children and have argued that not all 
work is harmful (Pitt 1985b : 23) have also 
admitted that not enough information is available on 
the subject. 


By and large children who are examined at the 
work-site are amongst the fittest. What about those 
who have fallen by the wayside injured or ill or 
even dead as a result of overwork, exhaustion and 
so on? | shall try to establish the significance of 
such omission later in the chapter. To leave them 
out of the count is to be unscientific and leads to 
a distorted version of the facts. Such selectivity 
leads to what may be termed the ‘pragmatic’ view 
increasingly favoured these days by experts. This 
pragmatism bode ill for the vision of health as a 
fundamental human right. 


This chapter seeks to draw attention to the 
different types of hazards faced by working children 
and proposes a scheme of classification for them. 
Firstly, children are employed in intrinsically 
hazardous occupations where they may contract 
silicosis, pneumoconiosis, byssinosis, etc. by 
working in the slate, lock, glass and powerloom 
industries, for example. 


Secondly, some hazards find their origin in 
the poor working environment. Thirdly, a 
few occupations may be considered’ safe but 
the vulnerability of children makes these 
occupations hazardous for them. Hence, one has to 
examine (a) whether hazards are intrinsic to the 
nature of the work itself or (b) whether they arise 
from the working environment and conditions of 
work or (c) whether the work is simply unsuitable 
for children. 


Any occupation which allows the worker to come 
into contact with harmful substances like chemicals 
(as in the balloon, match and fire-works, lock and 
brass ware industries) or fire (as in the glass 
industry) or cotton fluff and dust that damage the 
lungs (as in the powerloom industry) may be 
termed intrinsically hazardous. These occupations 
would be hazardous for all workers, both adults 
and children. But since children are still in the 
Process of growing and attaining their full physical 
Stature, their growth is likely to be affected. We 
will now consider some examples of intrinsically 
hazardous occupations. 
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2 pitt refers to studies which claim that working children are 


however, does not endorse this view. 


less sick than others because employers favour the heathy. He 


3 see Usha Naidu and S. Parasuraman’s Study of health situation of working children in Greater Bombay (1985). 
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Excerpt from 
What can be done (Chapter II) 


- Neena Burra | 
Boon to Work, Oxford University Press, 1995 


The classic defence offered by apologists for child labour is that it is 
' caused by poverty. In one sense, this is an unexceptionable assertion. In 
another sense, such a statement deflects attention from the quiescence and 
inactivity of the state. Most importantly, the causal relationship sought to 
be established between poverty and child labour masks the systematic 
exploitation of children in some areas of work. It has been the argument 
in this book that the prevalence and persistence of child labour itself 
reinforces, if not creates, poverty. 


All evidence from the field indicates that children who are working in 
industry from an early age burn themselves out by the time they are thirty 
or thirty-five years old. They have not had any education worth the name 
and their health is severely impaired. Often, in situations like these, such 
persons are heavily indebted as well. The circumstances of unemployment, 
if not unemployability combined with their inferior position in the hierarchies 
of caste and class pre-dispose them to putting their own children to work 
in turn. And so the downward spiral of éxploitation and poverty wends its 
way. 
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What Has Gone Wrong 
with the Economic 
Reforms ? 


EPW Research Foundation 
Economic and Political Weekly, 
April 30, 1994 


The manifest failure of the economic reforms is not 
surprising at all considering the serious flaws in 
their conception, strategy and implementation. 


There is now enough evidence to the effect that 
the avowed objectives of the stabilisation and 
structural adjustment programmes under 
implementation in India since July 1991 have not 
been achieved nor is their hope of their being 
achieved in the medium-term. In the first place, the 
failure to attain the most immediate stabilisation 
goals - goals of monetary and price stability as 
also those of correcting the central government's 
fiscal imbalances - stares one in the face. The 


relative stagnation in industrial output for the third. 


year in succession, the structural deterioration in 
the composition of output and also that of exports, 
the general absence of growth momentum including 
declines in the domestic saving and investment 
rates, distinct signs of deterioration in the already 
serious unemployment and under-employment 
situation in the country, the erosion of real 
incomes, the reduced governmental support for the 
already fragile health and educational standards of 
the vast vulnerable sections of the society, are all 
by now known to be a direct outcome of the new 
economic policy. The only apparent sign of success 
is to be seen in the external sector where the 
stock of foreign exchange reserves (other than 
gold) had touched $15.3 billion by the first week of 
April, but the increase to a sizeable extent is 
based on the further accumulation of external 
liabities (other than foreign direct investment) that 
are more expensive than commercial borrowings 
and also based on underlying external-sector-driven 
growth with policy prescriptions of aggressive import 
liberalisation, export-orientation and globalisation, 
which are unlikely to contribute to a strengthening 
of thé country’s domestic economic structure’. 


Background of 1980s 

It cannot be denied that the Indian economy had 
plunged into a serious economic crisis towards the 
end of the 1980s due to what may be termed as 


“borrowed growth” and that it required drastic 
measures to correct the series of structural 
imbalances accumulated over that decade. However, 
the new economic policy has been based, in the 
first place, on an incorrect assessment of the 
maladies afflicting the Indian economy during that 
period. The macro-economic imbalances in the form 
of large income deficits and growing public debt, 
sizeable current account deficits and unsustainable ' 
levels of external debt, and their expansionary 
influences on money supply and high rates of 
inflation, which the present government has 
identified as the root causes of the economic crisis, 
were really symptoms of a deeper structural crisis 
faced by the domestic economy [Planning 
Commision 1990(a); Vaidyanathan 1988]. 


It was not essentially the size of borrowing but the 
purpose for which the resources were spent that 
mattered. There was a sharp growth of non- 
development expenditure in the total expenditures of 
both the central and state governments. The public 
sector funds earmarked for rural sector in general 
and agriculture in particular had dwindled in real 
terms thus diluting the impetus for private 
investment in these sectors. The domestic savings 
and investment rates had virtually stagnated for 
over a decade. Despite a noticable improvement in 
the economy’s overall growth rate and that in 
industrial production specifically, the rate of increase 
in employment decelerated significantly in almost 
every sector of the economy [Planning Commission 
1990(b)]. The only segment that had shown some 
dynamism in employment absorption during the 
1980s was rural manufacturing in non-household, 
non-factory establishments [Vaidyanaayhan 1990, 
Visaria and Minhas 1991 and Papola 1991]. 
Associated with the trickle down theory, the new 
economic policy has sought to correct the 
symptoms leaving these basic and fundamental 
issues to be resolved as a by-product. 


Major Flaws 

Thus, the new economic policy is seriously flawed 

in conception, and it is also flawed, in our view, in 

its contents, strategy and approach and in many 

other respects. We could broadly classify these 

shortcomings under five major cataegories : 

(1) the new economic policy lacks a broader 
vision and development strategy; 

(2) the sequencing of reforms has been seriously. 
flawed; 

(3) the pace of reforms has been rather too rash 
and cavalier in character; 
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(4) The reforms have been initiated without taking 
cognisance of the absence of the required 
pre-conditions in the Indian society; and 


(5) appropriate and broad-based safety nets have 
not been put in place. . 


By their very nature, some of these factors are 
interrelated, such as the sequencing of reforms and 
pace of reforms or the presence of pre-conditions 
and provision for safety nets. But, all of these 
factors put together add upto a powerful 
commentary on the inappropriateness of the reform 
measures undertaken so far. 


(1) Absence of a broader development 
vision 


The focus of practically every aspect of the new 
economic policy is to create a competitive 
environment in industry and service sectors in 
which entrepreneurial decision-making would be 
conditioned only by the market forces. With the 
abolition of industrial licensing. and with the free 
access to foreign technology, entrepreneurs are said 
to be free to invest, expand and modernise in 
response to market conditions. But the 
industrialisation experience of many countries in 
south-east Asia suggests that individual decisions of 
entrepreneurs based on market considerations 
generally do not add up to a strategy of industrial 
development and industrial restructuring unless 
" governments intervene actively to direct markets to 
achieve a transformation of their comparative 
advantages into a dynamic form, that is by refusing 
to accept the static models which puggest that 
LDCs should respond to world prices and produce 
and sell those commodities which generate 
immediate incomes. Viewed in this light, the 
government's new “industrial policy lacks a well- 
articulated strategy. 


In contrast, the south-east Asian countries which 
embarked on the process of industrialisation during 
the 1960s, 1970s and 1980s did so on the basis 


of some structured blue- prints and by a process. 


of significant market intervention directly or through 
systems of incentives and disincentives. Secondly, 
and more importantly, all of them resorted to 
domestic liberalisation far ahead of external 
liberalisation. A dynamic role for the state 
supported by a system of dynamic import 
substitution was an integral part of the strategy. 
For example, South Korea’s industrial development 
strategy was by no means a socialist strategy 
guided as it was by a totalitarian regime. A report 
on “Korea's Transition to Maturity” argues that the 


quality of economic management had been one of 
Korea’s major acheivements and that in this 
respect the co-ordination of economic policies 
through the instrumentality of the economic planning 
board headed by “successively effective deputy 
prime ministers” should be largely credited 
[Leipziger 1988(a)]. The report further argues that 
even. when South Korea. embarked on a 
liberalisation programme in 1979-80, after passing 
through two phases of industrialisation-first, between 


1961 and 1973 when there was a modest pro- 
export bias accompanied by a high degree of 


protection to domestic industries and second, during 
1973-79 which saw an intensified heavy and 
chemical industry drive (including ship building) 
again based on heightened and broadened 


- protection for domestic industries and which brought 


government directly into industrial decision-making- 
the reforms included “a basic shift towards 
industrial intervention policies predicated on the 
presence of market distortions or market failure” 
{Leipziger 1988(b) ; see also Esho 1992]. 
Incidentally ,it was revealing how the South Korean 
government steadfastly pursued the strategy of 
“heavy & chemical” industrialisation targeting six 
industries (steel, metal, machine-building, ship- 
building & electronics & chemicals) for intense 
government support and development, despite the 
stiff opposition from the IMF & the World Bank. 
Apparently, the IBRD country report on South 
Korea expressed, in early 1974, grave reservations 
on the development strategy and exports set for 
heavy industries [Woo 1991; Kawakami 1992]; 
instead the World Bank had urged the Koreans to 
focus on the light manufacturing industries & 
textiles on the ground of comparative advantage. 
That the World Bank was proved wrong in South - 
Korea in this respect should be an interesting 
lesson for India. Judged against this and the 
experiences of the east Asian countries, it was not 
the interventionist strategy that was at fault in 
India; it was rather the absence of flexibility with 
the bureaucracy in administering the system that 
ruined the growth process. Comparzing the Indian 
experience with that of Korea, a Japanese scholar 
makes a perceptive observation thus : “So came 
into’ full bloom in the 1970's the Korean type of 
development planning and economic development 
with its heavy state intervention. It might be 
recognised that its tendency towards heavy 
government control matched if not exceeded that of 
Indian “socialist” economy which is ideologically 
influenced by the Soviet Union. However, it is 
worth to note also that economic management by 
the Korean Government maintained a remarkable 
flexibility in Comparasion with the situation in India, 
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and displayed quick and entrepreneurial responses 
to the constant changes of an_ increasingly 
uncertain world market” [Kawakami 1992]. 


A more telling example is that of Japan in respect 
of the strategy of industrialisation. Consistently since 
the early 1950's the Japenese economic 
development has been guided by what has come 
to be known as a “long range economic plan” 
which serves as “guideposts for economic operation 
within the basic institutional framework of free 
enterprise and a free market” [Tsuru 1993: 1995]. 
As has been sufficiently documented in literature , 
particularly in the context of the direct 
administrative guidance by the Ministry of 
International trade (MITI), the most important of the 
areas in which administrative guidance has been 
effective in post-war Japan its co-ordinating role in 
investment programmes of major industries. Again 
, as Tsuru has argued, these paternalistic 
arrangements helped to encourage a high rate of 
investment across the board in the manufacturing 
sector as a whole. Apart from a comprehensive 
blueprint on the strategy of industrial development, 
this policy of intervention invioved many forms of 
incentives and disincentives. Above all, it involved 
an extremely careful approach to the transfer of 
technology from the advanced countries through 
direct imports of equipment, their unbundling and a 
process of assimilation and diffusion [Yanagihara 
1994]?. 


The above and many other experiences ‘suggest 
that market forces do tend to reinforce only short 
term gains and hence they cannot produce a long 
term strategy. Also, the national economy's long 
term interest is better served if local 
entrepreneurship is given greater impetus and 
preferential treatment as against. the multi-national 
countries. The evolution of commercial policies 
requires a significant promotional input with a 
commercial vision. The present situation calls for, 
if one may put it that way, the services of a Tagh. 
Krishnamachari !| Among other things, it was he 
who conceived of a strong promotional policy for 
industrialisation through the setting up of a senes 
of development finance institutions to supply a long: 
term loan Capital for industry. 


The Indian experience during the past three-and-a- 
half years suggests that economic reforms have 
essentially been bureaucracy-led and essentially 
inspired by a narrow perspective of the IMF/World 
bank stabilisation and structural adjustment 
programmes, with market orientation and 
. globalisation as the be- all and end-all goals. There 
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is no other blue print for any long-term 
industralisation strategy or strategy of economic and 
social development. A clear evidence of this is to 
be seen in the absence of any role for India’s 
Planning Commission in the metamorphic changes 
that are being inflicted on the economic system 
through the new economic policy. Though the 
current Eighth Five Year Plan (1992-1993 to 1996- 
1997) under implementation has been prepared 
much after the current reform measures began in 
July 1991, almost not a single aspect of the goals 
set out in the Plan document is sought to be 
implemented through the new economic 
programmes. Apart from the total neglect of the 
macro-economic goals, the programmes under the 
new economic policies go to contradict the plan 
goals set, say, for resource mobilisation through 
direct and indirect taxes or those set for 
employment generation as the Eighth Plan had 
begun with a situation of considerably reduced rate 
of employment growth and large backlog of 
unemployment. Significantly, the pattern of Plan 
outlays proposed in the plan document are not 
been implemented. The lapse in implementation is 
particularly true of the shortfall in plan outlays for 
agricultural and rural sectors as well as those for 
the social sectors in the central government's Plan 
outlay for the five year period of the Eighth Plan, 
the. Planning Commission has visualised 5.1% of 
the total central outlay for agriculture, 11% for rural 
development and 13.9% for social sectors, whereas 
during the first three years of the plan, the union 
finance ministry has allocated corresponding 
proportions of only 3.9% , 7.7% & 10.5% for 
the respective sectors. These reduced proportions 
are themselves out of the reduced aggregate 
outlays in real terms. On the whole, the final 
outcome of the economic and social development 
during the Eighth Plan period will have no 
resemblance to what has been projected in the 
Plan blueprint. In any case, the current 
developments are not based on any well - 
articulated strategy of industralisation. 


The absence of a broader developmental vision 
appears to be more acutely felt in regard to 
technology policy in the milieu of liberalisation. A 
survey of the relevant literature would suggest that 
India’s technological policy has always lacked 
dynamism, that repetitive importation of technology 
has been a feature of country’s technological 
development. This was the position during the 
1960's & 1970's where importation of technology 
was somewhat restrictive. This was also the 
position during the 1980's when there was a 
significant liberalisation in regard to foreign 
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€ollaboration approvals. A detailed study of R & D 
activities to expand technological base of industries 
during the later part of 1980's argues that 
liberalisation took place on the premise that three 
elements, namely, firm size, degree of competition 
and presence of foreign capital, would have a 
positive impact on such activities but the authors 
found that : 
(a) foreign equity was negatively associated with 
R & D activities; 
(b) the influence of a firm’s size on RF & D was 
also found to be negative; 


(c) the degree of competition and propensity to 
export were found to have, no relationship to 
R & D intensity [Alam et al 1993]. 


Against this background, another study by 
Narasimhan (1994) based on the experiences of 
the so called East Asian miracle and also the 
recent misgivings expressed in the US regarding 
the role of multinational corporations in advancing 
America’s own national goals (after the European 
and Japanese MNC’s have acquired a commanding 
position in the American market !) argues that 
“market forces left to themselves will not help a 
country to acquire technological competence and 
strength to meet its strategic needs. Nor can a 
country hope to achieve this by opening its doors 
to multinational enterprises (MNE’s) without any 
constraints”. What is desired is a multifaceted 
technology policy that a careful blending of 
promoting indigenous technology and transfer of 
advanced foreign technologies, the latter essentially 
constituting the means of the former. For this a 
well- thought-out institutional structure within the 
government domain is necessary to acquire what 
Narasimhan (1994) calls “technology literacy’, that 
is, a thorough understanding of the potentials and 
implications of existing and emerging technologies 
and dissemination of that knowledge amongst the 
entrepreneurs in the country. In this context, the 
abolition of the Directorate General of Technical 
Development (DGTD) within the ministry of 
‘Industrial development, effective from April 1, does 
not speak well of the government's attitude towards 
technology development in the country. In addition, 
as Narasimhan has lamented, the public sector, 
which has shown an improvement in the “average 
propensity to adapt” with better research 
consciousness and R & D activities and which 
has emerged as the major supplier of technologies 
to other firms in India [Mani 1993]*° has not only 
fallen from the grace, but is being positively 
discriminated against; whatever national technological 
capabilities had been built over the years_especially 
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in design, consultancy & management_are now 
-being allowed to wither away to neglect and 
absence of support. 


(2) Wrong sequencing of reforms 


As a result of the mismatch between the macro- 
economic goals and the sequencing of reforms, 
serious distortions, contradictions and inconsistencies 
have suffered in economic management. For 
instance, one of the most crucial objectives of 
stabilisation policies has been to acheive drastic 
reductions in gross fiscal deficit, revenue deficit and 
even budget deficit. Important pre-requisites for 
acheiving this recognisedly are : 


(a) a decisive curbing of non-development 
expenditures; and 


(b) Widening of the tax base. 


While efforts made in both of these directions have 
been niggardly, surrendering of revenues through all 
round reductions in tax rates has made the task of 
achieving fiscal correction almost impossible in the 
near future. In expenditure compression, whatever 
has been acheived so far relates to the contraction 
of plan or capital expenditures which has hurt the 
current and prospective growth potential of the 
Indian economy. 


Drastic tax reductions have been effected with the 
pious hope that lower tax rates would lead to 
better tax compliance and higher resources but 
such hope has no basis in the Indian or any other 
country experience. As a result, the expectations 
are that the gross fiscal deficfit which was originally 
at 8.4 % of GDP on the eve of the reform 
programme in 1990-91 and which was targeted to 
be brought down to 4 percent of GDP by now, 
has come back close to 7 percent in 1994-95 if 
we take account of the loss in revenues and 
increases in non-development expenditures not 
provided for in the central budget. It may be 
recalled that the Eighth Plan had visualised an 
increase in the ratio of direct and indirect taxes to 
GDP from 17.13 percent in 1991-92 to 19.83 
percent in 1996-97 (the latter at 1991-92 prices). 
But the central government has set the trend of 
reducing tax to GDP ratios and hence despite 
some efforts on the part of state governments, the 
overall tax to GDP ratios will not rise as conceived 
in the Eighth Plan document. The central 
government's gross tax revenue as percentage of 
GDP has stadily declined from 10.9 percent in 
1990-91/1991-92 to 9.6 percent in 1994-95 (the 
latter is likely to be still lower in reality in its final 
outcome). 
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The surrendering of large revenues before setting 
out the prerequisites for it has prevented the 
government from achieving more overriding fiscal 
reforms like the elimination of revenue deficits and 
containment of conventional budget deficits. Against 
this background, even the proceeds from the sale 
of equities of public sector undertakings (PSUs) by 
the government are being used to finance 
consumption or revenue expenditures whereas it 
should not have been undertaken until there was 
an assurance that they would be used to build 
further capital assets. 


Secondly, a more damaging aspect of the improper 
sequencing relates to compression of the 
government's capital expenditure and contraction of 
public investment activities generally before 
preparing the ground for the private and foreign 
sectors to fill the gap at the margin. The gap is 
not only in the form of .the size of investment but 
more significantly it is in the nature of investment. 
The public sector investment has essentially been 
in basic and capital goods sectors which had 
provided a significant impetus to the growth of 
electrical and non-electrical machinery and other 
metal based industries. The blind’ pursuit of fiscal 
compression and retrenchment of public sector 
investment, without a well-articulated strategy for 
‘industrialisation, has already begun to hurt the 
foundation already laid in this respect, apart from 
an industrial recession of an unprecedented 
magnitude. It will take quite a few years before 
private and foreign sector investments begin to fill 
the gap. What is more, even the gap so filled is 
unlikely to be in areas of heavy industries with 
advanced technologies on a significant scale, thus 
corroding the base of India’s industria! advancement 
assiduously built during the first 40 years of 
planning. India may, for instance, see substantial 
investment in power projects in the future but 
much of the larger part of the power machinery 
may have to be imported. This is true of aimost 
all infrastructural areas such as petroleum refinery, 
telecommunications and port development. 


This brings us to the third question of flawed 
sequencing, namely, liberal imports of capital goods 
before adopting a strategy for technological 
advancement of the domestic capital goods sector. 
The latter was necessary even for adopting an 
export-oriented strategy for development. While fuller 
details regarding the investment strategy of the 
private sector are not available, stray details do 
suggest that the preponderant part of the sector's 
investment will be in consumer goods and office 
equipment-oriented industries (of course oher than 


petrochemicals and telecommunications). As for the 
foreign direct investment, the details put out by the 
government present an unduly discouraging scenario 
in this respect. In the first piace, total foreign 
investment approvals accorded upto the end of 
December 1993 aggregated an amount of RS 
13,161 crore (about US $ 4.2 billion) but almost all 
of them are of small sizes’. In the electrical 
equipment area, for instance, as many as 651 
financial! and technical foreign collaboration 
agreements have been approved but the foreign — 
direct investment (FDI) involved in them would be 
of the order of RS. 1,103.7 crore ($356 million) 
giving an average FDI of jess than Rs. 2 crore 
each. In fact, under the food processing industries, 
both the average and total investment proposals 
are higher in size : a total FDI of Rs. 1,347.9 
crore for 196 proposals and an average of Rs. 
6.88 crore each. The substance of this evidence 
points to the fact that public investment in heavy 
and higher technology-based industries is being 
curtailed without the assurance of commensurate 
investment from private and foreign sectors. 
Suggesting that the country has a comparative 
advantage in engineering industry products and 
emphasising the need for technological upgradation, 
the Eighth Plan had proposed that “greater stress 
would need to be laid on import of drawings and 
designs, than on import of equipment”. But the 
government policy on imports of capital goods 
including second-hand ones has completely negated 
this Eighth Plan perspective. 


Fourthly, a subsiantial part of the growing revenue 
deficit of the central budget is attributable to 
additional interest Durden borne by it, which is in 
turn linked to the drastic increases effected in the 
yield rates on treasury bills and government 
securities as part of the financial sector reforms. 
Simultaneously, the scheduled commercial banks 
have been subjected to enhanced capital adequacy 
norms as per the standards set by the Bank of 
international Settlements (BIS), more rigorous 
recognition norms, assets classification, provisioning 
of bad debts on a prudential basis and to 
accounting standards for investments. All of these 
have imposed an onerous burden on the banking 
industry with almost near-disastrous consequences 
on the banks’ operations. The banks lending rates 
have remained high and the commercial banks 
have been extremely reluctant to expand bank 
credit which has further gone to reinforce the 
recessionary conditions in Indian industry. For the 
fear of violating capital adequacy norms and for 
generally protecting their bottomline, the banks are 
all the more reluctant to lend to agriculture and 
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rural industries, thus jeopardising the entire credit 
delivery system in rural areas. These elements of 
financial sector reforms, prematurely undertaken 
despite experiences of the south-east Asian 
countries to the contrary, have undobtedly produced 
the most deleterious effects on industrial and 
agricultural investment and production activities in 
the country. 


Fifthly, one of the most harmful measures 
undertaken has been the permission granted to 
foreign institutional investors (Fils) to undertake 
portfolio investment upto as much as 24 percent of 
@ company’s equity base. Apart from the fears it 
has generated in the minds of the Indian 
industrialists regarding possible takeover bids, the 
measure combined with the companies’ borrowing 
from abroad has created serious macro-economic 
imbalances in the economic system. The overall 
servicing burden for these kinds of foreign liabilities 
is also much higher than that on normal debt 
obligations. 


(3) Pace of reforms too hasty 


Considering the fact that the public sector had 
been the prime mover in industrial investment, any 
attempt to replace such investment by private and 
foreign sectors required thoughtful pacing so that 
appropriate institutional changes could be introduced 
to absorb the shocks. Some of the glaring 
examples are in the field of government revenues 
surrendered through customs and excise duty 
reductions. As a result of sharp reductions in 
customs duties on capital goods within a period of 
three years to 25: percent generally and even lower 
at nil rates for fertiliser projects and 20 percent for 
power projects, the investment and production plans 
of domestic capital goods industries have been 
placed in jeopardy. Redesigning of such plans 
requires a few years of concerted efforts. The 
drastic changes effected have produced serious 
consequences for the health of these industries as 
capacity utilisation in many of them would suffer, 
their production cost would go up and it would 
make them further non- competitive, as major units 
in fertiliser, power and textile machineries have 
begun to feel the pinch. . 


The pace of reforms has been inspired by what 
may be termed as an invidious goal which is to 
globalise the Indian economy rather quickly. Every 
aspect of the new economic reforms has been 
conditioned by this rather premature and dangerous 
objective. The effective rate of protection has been 
brought down rather drastically with rapid reductions 
in customs duties and removal of quantitative 
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restrictions on almost all imports which in turn has 
compelled the govenment to radically bring down 
the excise duty rates on domestic industries, thus 
making the government surrender huge revenues. 
A technologically sophisticated manufacturing activity 
for domestic production and exports requires not 
unrestrained imports of all and.sundry products but 
a carefully designed import substitution policy so 
that indegenous technology grows in strength and 
provides the base for it. 


The pace of reforms has been similarly drastic in 
the financial sector area which has contributed to 
reduce the financial system to a moribund state in 
so far as the system’s primary responsibility of 
providing productive credit is concerned. An acute 
reluctance on the pert of the. scheduled commercial 
banks to lend generally and to lend rural credit in 
particular is sure to have drastic consequences for 
production and investment activities in agriculture 
and rural industries, as also industries in general in 
the near future. At the same time, the premature 
grant of permission to the Fils to invest in the 
Indian capital market has created many adverse 
consequences : unduly high price-earning ratios for 
the major scrips in the stock markets; expensive 
acquisition of unproductive foreign assets; and 
generation of excess liquidity that threatens further 
the goal of price stability in the domestic economy. 


The serious consequences of the goal of 
globalisation has been the rapid deterioration in the 
quality of industrial structure - a phenomenon which 
may be described as deindustrialisation. A sharp 
reduction in industrial growth, reduction in the 
growth of capital goods industries, a relative shift 
of exports away from manufactures, and arresting 
of the growth of industrial employment, have been 
some of the glaring effects of rapid reforms without 
providing for some breathing time and appropriate 
checks and balances for the Indian industry . 


(4) Prerequisites of reforms ignored 


The entire east Asian experience of stabilisation 
and structural adjustment policies has one unique 


lesson which is that the shocks of new policies are 


better absorbed and that their consquences for the 
levels of living for the masses can be minimised if 
the society enjoys certain minimal social standards 
of health and educational attainments. In this 
respect, the literature is full of evidences as to 
how countries like South Korea, Malaysia , 
Indonesia and Thailand had possessed higher levels 
of human development indices - literacy rates and 
women literacy in particular and infant mortality and 
maternal mortality rates - as also more egalitarian 
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socio-economic structures due to land reforms and 
such other measures before they embarked on 
significant adjustment programmes. On the other 
hand, the Indian situation is quite the contrary as 
brought out by the UNDP’s latest Human 
Development Report, 1993 [see also EPW 
Research Foundation 1994). 


(5) Absence of Safety Nets 


The fact that Indian society, particularly its poorer 
segments, was ill-equipped to face and absorb the 
shocks of new policies required the institution of a 
fairly comprehensive structure of safety nets. In 
this respect, it indeed appears a tragedy that the 
Government of India should bring to bear such a 
narrow perspective on the broader theme of 
“adjustment with human face”. Their conception of 
this useful strategy has not gone beyond the 
provision of some extra financial resources through 
what has come to be known as the National 
Renewal Fund (NRF) which has been designed 
essentially as a resource to implement the 
voluntary retirement schemes for employees of 
public sector undertakings (PSUs) and also for 
financing training and counselling. Though there 
were promises of commitment to minimise the 
burden of adjustment on the poor and of providing 
credible programmes of direct Government 
intervention with quality social services such as 
education, health, safe drinking water and roads, as 
also of larger resources for agricultural and rural 
sectors, the initial rhetoric has not been matched 
by allocation of sufficient resources and 
programmes in these sectors. 


By its very nature, the adjustment with human face 
requires concerted efforts to protect the vulnerable 
segments, sectors and sections of society. This is 
all the more necessary because the additional 
employment opportunities, which are the only 
source of succour for the poor, are found, in the 
_ period of adjustment, only in agriculture, village and 
rural industries and other unorganised segments 
whcih require special attention through various 
public programmes and promotion of growth 
opportunities in them. | 


As a UNICEF report has clearly brought out, there 
are six distinct elements in the broad theme of 
adjustment with a human face [ Cornia, Jolly and 
Stewart 1987]5 The report emphasises the 
requirement of expansionary macro policies to 
‘sustain the levels of output, investment and 
satisfaction of human. needs, Meso policies 
designed to maintain the basic standards of the 
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poor by improving distribution of incomes and 
resources, promoting opportunities, resources and 
productivity in small scale segments of agriculture, 
industry and services, and compensatory 
programmes to protect the basic living standards, 
health and nutrition of the vulnerable groups. 
These broader issues have remained neglected in 


“India’s current phase of adjustment with serious 


consequences for both the size and quality of 
growth in the medium term. 


Notes 


(1) The basic data buttressing these arguments, 
as also substantive analytical issues involved 
in them, have been presented (a) in a set 
of special stastics on the finances of the 
Govt. of India in the issue of April 16-23, 
1994; and (b) in EPW Research Foundation 
(1994). 


(2) This note does not purport to deal with the 
Korean and Japanese experiences in their 
totality. As is widely known, there are a 
number of institutional, cultural and other 
factors germane to the study of these 
experiences including the role of powerful 
industrial conglomerates in Korea (Chaebol) 
and Japan (Zaibatsu). Interestingly, Korea did 
not have any “exit” policy as the Govt. did 
not allow bankruptcies [Leipziger 1988 (b)]. 


' (3) Mani’s results are not quoted in Narasimhan 


(1994). Though there are conflicting results in 
literature on Govt.'s technology policy (see 
Gumaste (1993) and Suvrathan (1993)); the 
need for an interventionist strategy on 
technology import, assimilation, imitation .and 
diffusion is not disputed. 


(4) Though the details regarding total project 
costs are not available, smali-size nature of 
individual FDlIs is self evident from the 
description of the foreign collaboration 
proposals put out by the Govt. through the 
SIA News Letter (various issues; Govt. of 
India, Secretariat for Industrial Approvals, 
Department of Industrial Development). 


(5) The six elements have been reproduced in 
Seetha Prabhu (1994). 
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Indian Agriculture and 
WTO 


- Chakravarthi Raghavan 
Mainstream, September 3, 1994 


The Indian Agricultural development under the WTO 
will face some problems: but these are as much 
the result of post-independence policies that blocked 
genuine land reforms and favoured the large 
landowners and traders to the neglect of the 
marginalised farmers. Future Governments at the 
Central and States that want to reverse things will 
have some problems; but if they have the will, 
there are a number of other (harder) options 
available too. 


One problem area, not directly related to the 
agricultural accord, will be the TRIPs (art. 27.3.a). 
If plants and animals and essentially biological 
processes are excluded from patentability, an 
“effective sui generis system of protection of plant 
- varieties” has to be provided. But TRIPs also 
requires patent protection for microorganisms and 
processes - this includes genetic engineered 
(transgenic) animal and plant species. This is a 
slightly grey area but could prove harmful to Indian 
interests; but even here, there are other options. 
This issue is dealt with separately. 


GATT 1947 had little or no discipline over 
agricutture and agricultural trade; and on what little 
there was a coach and four have been run 
through - by the 1954 US agricultural waiver, the 
EC’s Common Agricultural Policy (CAP) through the 
Rome Treaty (with US backing at that time) for a 
customs union (never formally approved by the 
GATT, but not disapproved either) and the special 
provisions on agriculture in several subsequent 
protocols of accession of other industrialised 
countries to exempt their policies in agriculture. The 
EC’s CAP not only enabled the erection of 
impenetrable barriers against imports, but enabled 
heavily subsidised domestic production, and created 
large surpluses that were dumped on the world 
markets ‘through subsidised exports, thus bringing 
down prices 


While the US at Punta del Este led the drive 
against the EC’s agriculture policies, the developing 
coyntries including India were also demanders. At 
one stage in the negotiations, late in 1988 India 
did present an impressive case for distinguishing 
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between the agricultural Support and development 
policies in developing countries, particularly those 
with vast poverty and marginal rural farmers and 
thus the need for Speciai and Differential 
Treatment. It was not really pursued by Udyog 
Bhavan, nor were the Central and State 
Agriculture Ministries brought into the picture to 
evolve both an internal policy framework and a 
negotiating position for the Round. In 1990 an 
attempt was made through S & D provisions to 
get Indian agricultural development virtually exempt 
from the disciplines that might emerge. A proposal 
was canvassed for exemption of countries based 
on the criteria of a combination of indicators : per 
capita income, contribution to total GSP and 
employment, and percentage of household budget 
devoted to food basket. . 


It was almost tailor-made for India and hardly half- 
a-dozen of the developing countries would have 
fallen in this category; as a result it did not get 
support either from the industrialised countries or 
other developing countries, nevertheless the differing 
situations of the North’s industralised agriculture and 
the South’s agriculture which is yet to be 
developed and needs state support is reflected in 
several rules and in the final accord. This is one 
of the areas where the Special and Differential 
Treatment for developing Countries is not merely 
reflected in terms of longer time horizons but some 
specific and differential treatment including enabling 
support to rural development and aids to poor and 
marginal farmers. 


Unfortunately, at no stage in these seven-and-a-half 
year negotiations, would it appear have there been 
full consultations and internal policy debate within 
the government-involving the Commerce Ministry 
(which was negotiating but always playing its cards 
close to its chest), the Union Agricultural Ministry 
and the States. The credit for what little has been 


achieved goes to the two successive GATT 


negotiators, who had some agricultural background 
in their Indian administrative careers, and used that 
knowledge to gain some concessions. 


Generally and in broad terms, the Agriculture 
Agreement in the WTO, brings the agricultural 
support policies (domestic support, border protection 
and export subsidies) under discipline and forces a 
change of direction on the North and its subsidised 
industrialised agriculture. There are provisions for 
expressing the direct and indirect support measures 
(except those exempt) in monetary terms, as 
Aggregate Measure of Support (AMS) on the basis 
of the difference between domestic and external 
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reference price, and for reduction commitments 
‘(spelt out in country schedules); for reduction of 
the tariffs (after full tariffication) in concessions and 
commitments in the schedules and for some 
minimum access where there has been none in the 
past; and reduction of exports subsidies by 36 per 
cent in the total budget outlay and 21 per cent. in 
terms of the volume of. subsidised exports. 


But. the various disciplines and reduction 
commitments on domestic support, external tariffs 
and export subsidy have some important exceptions 
and exemptions that favour developing countries, 
and provide some leeway for India. But several 
options and policies that the industrialised countries 
had followed over the last 40 years or so will not 
be available for countries like India. However, these 
limitations should not be overplayed either. 


There are also detailed sanitary and phytosanitary 
rules and disciplines, under a separate agreement, 
which on the whole are to the benefit of 
developing countries, including India, who have 
often been subject to arbitrary restrictions on these 
grounds. 


The 1991 DFA text (Dunkel text) in Agriculture 
underwent some substantial changes before 
incorporation into the FA. These changes reflect 
the US-EC Blair House accord of November 1992 
and the subsequent changes to this in November- 
December 1993, again in the US-EC bilateral talks. 
Whiie the changes generally relaxed the reduction 
commitments of the EC, some changes also help 
countries like India. 


A major change is for the domestic support 
reduction commitments to be expressed, not 
product wise, but in terms of the Total Aggregate 
measure of Support which is to be calculated in 
terms of product specific support and non-product 
specific support and totalled up. 


Under Article 4 of the agreement, market access 
_ concessions are contained in the country schedules 
and relate to bindings and tariff reductions and 
other market access commitments specified. All 
border measures (other than ordinary customs 
duties and other than those maintained for BoP or 
under other non-agriculture specific GATT 
provisions) are to be converted into tariffs and 
bound and subject to the reduction commitments. 


Developing countries with a total AMS less than 
the de minimis ten per cent of their agricultural 
output are not required to undertake any reduction 


commitments nor have they any minimum access 
commitments. 


Some of the controversies in India over the actual 
commitments and potential benefits and obligations 
arise from the fact that some of these changes 
from the DFA to the FA can be deduced only 
from the actual country schedules which are now 
public. 


To the extent that there have been variations (and 
there are rumblings to this effect in respect of 
some of the particulars in the EC schedules) 
between the guidelines/modalities and the cultural 
schedules, only the commitments in the schedules 
matter. 


Part B of the Dunkel Agriculture text-modalities of 
the domestic support reduction, tariff reduction and 
minimum market access commitments over the 
initial six-year implementation period - have not 
been incorporated in the FA: they were kept as 
guidelines for the negotiation and scheduling of the 
negotiated concessions and disappeared with the . 
filing of country schedules (and the separate 
agriculture statistical data of countries about the 
AMS calculations, etc.), their verifications and 
acceptance by the parties before incorporation as 
annex to the Marrakesh FA. Only those parts of 
the modalities that have an application beyond the 
initial six-year implementation period, and thus for 
continuing the agricultural trade reform process find 
their place in the actual text. 


In the case of India, the value of its annual 
agricultural product (average of 1986-89) comes to 
Rs.113,325 crores and the de minimis figure 
(exemption for any reduction commitments) is 
Rs.11,332.5 crores. Excepting for sugarcane and 
tobacco (where the AMS calculated on the basis of 
the external market reference price and domestic | 
administered price is positive), on all other crops 
there is a negative support. Total product-specific 
AMS is a negative Rs 24,442.2 crores. The non- 
product specific support (fertilisers, electricity, 
irrigation, credit and others is a positive Rs 4581.4 
crores. The two together account for a negative Rs 
19,860.8 crores. There is thus scope (without 
attracting any reduction commitment) for increased 
domestic support to the value of Rs 31,193.3 
crores. And if all this does not flow into private 
pockets, but does result in increased agricultural 
productivity and product, its value would go up and 
so would the de minimis level in absolute figures. 
And if the agricultural reform does continue globally, 
the external reference price can only increase and 
not decrease: ‘a 
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All these calculations have been set out in the 
schedule filed by India, have been carefully 
scrutinised by the US, EC and others, and 
accepted. The Indian schedule on agriculture has 
no commitment for domestic support reduction.: The 
separate agricultural statistical table of India shows 
the product wise AMS. Both have been accepted 
and scheduled and cannot be ‘Challenged nor are 
they subject to any requirements for modification 
even if tomorrow India attains the miraculous 
Situation of giving up its BoP rights and cover. The 
tariffs it has set out and bound are the ordinary 
customs duties (since its AMS is negative, there is 
no requirement to convert them into tariffs). 


The. Indian tariff schedule in the FA shows that 
they have been bound at 100 per cent for primary 
products, 150 per cent for processed products and 
300 per cent for edible oils. Only in some specific 
products for which concessions have been offered 


and exchanged have the duties been bound at a 


lower tariff level, generally at about 40 per cent, 
but in some cases at zero per cent for some milk 
powders), ten per cent for some tubers and plants, 
35 per cent for some potatoes, onions, etc. 


The scope for increased government expenditure or 
foregone revenues, etc. (of developing countries) of 
domestic support (Article 6.2) to encourage 
agriculture and rural development : investments 
subsidies generally available to agriculture, 
agricultural input subsidies generally available to 
low-income or resource-poor producers and 
measures to encourage diversification from growing 
narcotic crops. | ; 


The problems in India in this area arise not out of 
the Uruguay Round accord, but the structural 
adjustment programmes and economic policies 
‘being pursued under World Bank/IMF conditionalities 
and even more the Fund/Bank fundamentalist 
economic theologies and philosophies that have 
been embraced by the government. Also, since 
Independence, despite their public postures, 
successive governments have encouraged bigger 
landowners and not the poor and marginal farmers. 


The Agriculture Agreement restricts the use of 
. policies that are said to ‘distort’ agricultural trade. 
These policies include policies of minimum 
guaranteed prices, procurement prices and price 
stabilisation schemes, but with some exceptions for 
food security purposes. Domestic support through 
administered prices, if they exceed world market 
prices, have to be aggregated and reduced. But no 
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aggregation or reduction is called for in the case 
of developing countries if it is less than ten per 
cent de minimis of the total value of agricultural 
production. But the price mechanism to Support 
agriculture benefits the larger landholders with 
tradeable surplus production and the trade itself: 
they are unsuitable for helping the low-income 
resource-poor farmers (terms which have not been 
defined or committed in the Indian schedule). 


The Agreement also has a large number of so 
called ‘de-coupled’ Support measures in the “Green 
Box” (permissible) which entail neither transfers 
from consumers to producers through the price 
mechanism nor direct price support. But many of 
the permissible measures involve expenditures by 
governments which many developing countries 


cannot afford. 


While at the end of the six-year implementation 
period, even if further reforms and cuts on export 
subsidies are not negotiated, if there is a surge in 
imports at price levels that injure or are likely to 
injure Indian producers of any particular product 
(whether the imports come from the North or other 
developing countries), India can use the anti- 
dumping provisions of the GATT 1994 to protect 

itself. : 


The countries-and most of the industrialised 
countries come in this category-whose total is 
positive, and is more than the de minimis five per. 
cent of the total agricultural product have tariffed all 
their border measures and put them in their 
schedules-with only Japan and Korea having some 
special provisions. These AMS and tariffs are 
subject to the domestic support reduction 
commitments and minimum access commitments. 
These too are spelt, out in their country schedules. 


During the implementation period, some categories 
of prohibited export subsidies are allowed for 
developing countries: subsidies to reduce the cost 
of marketing exports of agricultural products; and 
internal transport charges on export shipments, 
provided or mandated by the government. 


There are some special safeguard measures and 
provisions to ensure that there is no abuse of the 
provisions; these have no application to countries’ 
like India, but rather to the US, EC, etc. The sale 
of food articles through fair-price shops and at 
prices less than the prices at which they were 
acquired are consumer, and not producer subsidies, 
and are thus exempt. 
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GATT/WIO & India 


- Subramaniam Swamy 


Financial Express, November 15 1994. 

The author is Chairman, Commission for Labour 
Standards and International Trade, Government 
of India). 


The Government of India ratified the agreement 
establishing WTO on 8 December 1994. 
Announcing this in Parliament, Union Commerce 
Minister Pranab Mukherjee said : 


@ India’s continued participation in the 
multilateral trading system will be in the 
national interests. The reductions in tariff will 
contribute to an increase in trade flow. 


@ The agreement on textiles is disappointing as 
it does not mandate -an early integration. 


e India has not undertaken any reduction in 
any area of support to agricultute 


@ The development policies remain unaffected 


@ No obligation on India to patent seeds and 
plant varieties - a suigeneris system that 
protects the rights of the farmers and 
researchers in the interest of the country. 


@ The patient regime will have to undergo a 
change 


(Times of India December 10, 1994) 


GATT To Benefit India 


The bottomline about GATT as far as the peopie 
are concerned is how will the treaty affect their 
daily lives. Will it mean more employment, better 
economic prospects and less inflation or the 
contrary? They are not bothered about sui generis 
or Paris Convention or any other fancy words. . 


The GATT could not be all that bad if not one 
country in the world has refused to sign it. 
Opponents of GATT in India should explain why 
even China has been a persistent applicant to 
GATT membersnip since 1984 and recently has 
enacted a Patent Law which is even more stringent 
than required by Trade-Related Intellectual Property 
Rights (TRIPs) in GATT. Is it that there is no 
sense of patriotism in China or that they want to 
surrender their sovereignty multinational 
companies? 


No one can argue that the GATT is all good 
either The crucial point is that GATT has plus and 


minus points for India. If we resolutely take steps 
to realise the plus, then we can swamp out the 
minus by a big factor. We can also take steps to 
mitigate or reduce the minus. The plus is available 
to farmers, textile companies, computer software, 
and Indian multinationals. Farmers can now export 
cereals, fruits, dairy products, vegetables and cut- 
flowers in a big way. They can on an average. 
earn four times what they would in India. If they 
do that, they would not have to beg the 
Government for small increases in purchase prices 
or subsidies on fertilisers. 


The receipts from exports could then be used for 
new investments in agriculture which has one of 
the lowest productivity in the world. This new 
investment can double or triple agricultural output 
for further export as well as to create abundance 
within the country. Of course this cannot be 
achieved unless we set up the marketing 
infrastructure such as fax machines, feeder airlines, 
cold storages and air freight services. 


We have to seriously get on with this because 
the world is not going to wait for us. Similarly, 
the textile industry will have to be fundamentally 
modernised within the next six years to benefit 
from the new GATT because the quotas under 
the MFA will be phased out from then. The 
competition from China, South Korea and 
the Philippines will be servere, and therefore, 
we cannot assume that the GATT will auto- 
matically benefit us. Along with agricultural and 
textiles export possibilities, the GATT 1994 also 
provides opportunities to our companies to take 
Indian labour abroad for construction projects. This 
hitherto unavailable opportunity will enable Indian 
companies to become competitive bidders in global 
tenders. 


All these opportunities together have the potential 
of satisfying mass aspirations for rural development 
and employment, both directly through globalisation 
of the agricultural economy and indirectly through 
linkages in the industrial and service sectors. 


The minus in the entire GATT is mostly in the 
area of TRIPs. Of course, even here the current 
propaganda is way out of line with the reality. The 
demands from left-leaning drug companies that our 
Intellectual Property Laws should not be changed is 
based on a fear psychosis that we would become | 
dependent on foreigners. Also underlying this 
demand is the perception that India should remain 
permanently a copying country having very little 
original research to protect. "We should therefore, 
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according to these left-stalwarts, steal the research 
and development fruits of the West without paying 
them compensation. Under TRIPs, such unpaid for 
borrowing would actually be justified because it 
requires that we pay compensation only for that 
invention patented not more than 20 years ago. 
Our invention of zero and decimals is more than 
1000 years old! In the case of medicines about 
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which there is a-scare that prices would go up 
after GATT and due to TRIPs, the same 
consideration applies. Medicines based on research 
that is older than 20 years will not become more 
expensive Ninety-eight per cent would not have any 
price increase due to TRIPs, since the patent 
would be more than 20 years old and thus beyond 
protection. 
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Farmers Not Threatened 
By GATT 

- Sharad Joshi 

Indian Express, April 25, 1 994 


Dunkel’s stand on zonal quotas and procurement 
upholds the contentions and demands of the 
farmers movement. | 


The farmers’ movement in India is not required to 
either support or oppose the Dunkel draft. India’s 
share of the world trade being about the size of 
an accounting error in international statistics its 


position on the GATT draft is unlikely to be. 


decisive. Dunkel would have passed by unnoticed 
in India, but for the campaign kicked up by those 
who feel threatened by the proposed measures 
against pilferage of patent rights. 


Those who oppose the Dunkel draft fall into three 
categories : 


1. The beneficiaries of the statist and 
protectionism systems who are, 
understandably unwilling to face competition. 


2. Those diffident about their ability to withstand 
international competition. 


3. Those who have prospered by thievery 
camouflaged in a nationalist grab. 

The Japanese, European and American farmers 
who receive state subsidies are prominent in the 
first category. A sector of Indian industrialists 
represents the second type and Indian producers of 
pharmacuticals, drugs, pesticides and software 
comprise the third band. 


Indian farmers who suffer from negative subsidies, 
who despite their systematic immiseration under the 
Nehruvian model, maintain a comparative advantage 
in a large number of commodities in the 
international trade and who have a demonstrated 
capacity for innovation, do not feel threatened by 
Dunkel. The Kisan Coordination Committee, all the 
same, does not consider it necessary to spend 
time and energy in supporting Dunkel. The fact 
remains that Dunkel upholds the contentions and 
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demands of the farmers’ movement. Its position on 
abolition of compulsory procurement, zonal 
restrictions and subsidies, on unrestricted export of 
agricultural commodities-even in years of domestic 
shortages and structural adjustments-read like the 
charter of demands of the farmers’ movement. 
Most of the present-day liberalisation policies as 
also the Dunkel proposals are mooted in the report 
on the National Agricultural Policy Resolution by the 
Standing Advisory. Committee on Agriculture. 


Yes, the farmers want unrestricted freedom to 
export all their produce, including cotton. If the 
handlooms run into trouble as a consequence, they 
better review their business strategy and shift to 
production and consumption. It does no good to 
anybody except the bureaucracy to continue a non- 
viable handloom industry at the expense of the 
farmer and consumer. 


..farmers in India suffering under negative subsidies 
can only welcome abolition of subsidies. On the 
question of intellectual property rights, undoubtedly, 
the introduction of product patents will force radical 
alterations in the content of the Indian Patents Act, 
1961. Acceptance of a comprehensive IPR regime 
is inevitable. The choice is between a multilateral ” 
regime and a bilateral one like Super 30l. | 


Similarly, development of genetic engineering as 
frontier technology and acceptance of patent rights 
for genes and plants by most countries that count 
makes it impossible to exclude genes and plants 
from the patent regime. The worsening 
technological backwardness leaves the farmers with 
only two options : 


1. The present system under which ouldated 
technology is funnelled through a handfull, of 
monopolistic intermediaries; and , 


2. Direct access to a number of global 
competing inventors. If slavery is inevitable, 
farmers would prefer to be slaves directly of 
the masters of their present tyrant master. 


There is nothing in Dunkel to force farmers to 
patronise the multinationals or to abjure local seeds 
and practices if it is economically worthwhile. But 
preservation of bio-diversity is not the primary 
objective of an agriculturist; he will be guided .by 
his enlightened self-interest. 


Impact of Reforms on Poverty 


Impact of Reforms on 
Poverty 


- C. H. Hanumantha Rao 
From Economic Times - February 11, 1995 


Three and a half years is not a long enough 
period to be able to capture the full impact of 
ongoing economic reforms: It is not too short a 
period either. While assessing the impact of 
economic reforms on poverty so far, one needs to 
keep in mind some of the favourable factors 
operating in the economy, especially in the 
immediate pre-reform period. 


For one thing, being a late comer in this venture, 
one can be wiser, as considerable amount of 
experience has been accumulated on the impact of 
reforms on the poor. In fact, “Adjustment with 
Human Face” has now become a precept with the 
World Bank and IMF. But the real shield has been 
provided by the checks inherent in a vibrant 
democracy with a free press. Moreover, we have 
been extremely lucky to have had a succession of 
seven good harvesis. At least three good harvests 
in the immediate pre-reform period yielded 
favourable lagged effects. 


Acceleration in the growth of rice output during the 
eighties, especially in the eastern region, had a 
favourable impact or poverty. There has been a 
rise in real wages in agriculture in the poorer 
regions in response to the rise in employment 
opporturnities in the rural sector. It is true that 
public investment in agriculture has been going 
down but, of late, private investment has picked up 
significantly owing presumably to the improvement 
in the terms of trade for agriculture. Besides, the 
existing estimates of public investment in agriculture 
do not cover rural electrification, rural roads and 
storage structures and agricultural research, the 
investment in which must have increased. Further, 
the need for a safety net for the rural poor had 
been recognised in the pre-reform period : witness 
the poverty alleviation programmes, although their 
implementation needs considerable improvement. 
Finally, economic reform has not yet touched 
agriculture directly either by opening up’ trade or by 
altering the land holding structure. Therefore, what 
we are concerned with is basically the impact of 
the macro- economic stabilisation measures on 
poverty via their effects on employment and 


inflation. 
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- As expected, on the basis of experience of several 


other countries, the most favourable impact has so 
far been on the Balance of Payments. Economic ' 
growth would have revived after three years, if this 
year's growth turns out to be around 5 percent. 
Again as expected the impact on poverty and 


_income distribution seems, on balance, to be 


adverse. The most distressing feature is the 
inflation rate of 10 percent or more over a greater 
part of this three and a half year period. This is 
unprecedented. Further, a good part of the foreign 
financial inflows are now in the nature of portfolio 
investment which have been exerting an upward 
pressure on prices. : 


The slowdown in plan expenditure has particularly 
affected the social sectors through their impact on 
state plans. Net domestic investment as a 
proportion of GDP has gone down significantly from 
19.2 percent in 1989-90 to 15.6 percent in 1993- 
94. The percentage share of states in public 
sector outlay went down from 39.7 percent to 34.4 
percent over the same period. It is true that for 
rural development as a whole, there has been a 


significant increase in allocations from about Rs. 


3,000 crore in 1991-92 to around Rs. 7,000 crore 
in 1994-95. In the case of education, health and 
other social sectors too the central budgetary 
support has gone up. However since education 
and health are largely financed in the state plans, 
their share in the total budgetary outlays for the 
centre and the states together have either declined 
or remained constant. Again, in view of the 
declining share of state plans and the poor 
resource position of the larger and more batkward 
states, it is likely that the share of social sectors 
in the total plan outlay would be declining. Available 
evidence suggests that the state plan outlays have 
fallen far short of the targets, particularly in states 
like Bihar, Orissa and West Bengal leading to 
considerable short-falls in agriculture, irrigation and 
social sector outlays. 


The consumer price index for agricultural labourers 
witnessed an increase of 50 percent in the last 
five years, while the per capita availability of 
foodgrains has declined over tne last three years 
from 510 grams per day to 465.6 grams per day. 
Further, there has been a phenomenal increase in 
the issue prices of both rice and wheat supplied 
under the PDS, the increase being 100 percent 
over a period of four years in respect of rice and 
75 percent over a period of three years in respect 
of wheat. As a consequence, the difference 


between the free market and the PDS prices has 
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narrowed down significantly resulting in the reduced 
off-take from the ‘PDS and the accumulation of 
stocks with the government. 


Despite lower growth in GDP, the annual 
employment growth in the first two years of the 
Eighth Plan seems to have been higher than in 
the period 1985-92 on account of a rise in 
employment per unit of output due primarily to the 
fact that a significant part of the GDP growth in 
recent years has come from faster growth of 
agriculture in relatively backward regions, 
unorganised manufacturing sector and services 
sector. Thanks to these favourable factors, which 
have little to do with the ongoing economic 
reforms, it would appear that inflation has been a 
more significant factor than the slowdown in 
employment generation in worsening the poverty 
situation in the last few years. Even so, the rate 
of growth in employment in the first two years of 
the Eighth Plan has been lower than that projected 
and lower than the growth in labour force, with the 


* result that the proportion of unemployed in on the 
* rise. The estimates from the latest National Sample 


Survey data show that the proportion of population 


below the poverty line increased frorn 35.5 percent 


in 1990-91 to 40.7 percent in 1992-93, so that the 
absolute number of poor rose from around 300 
million to 355 million, against the earlier trend of a 
decline in the absolute number of poor. The 
increase in the poverty ratio is steeper in the rural 
sector - from 35 percent to 41.7 percent. Further, 
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between 1990-91 - the year when the reform 
started - and 1992, the distribution of consumption 
both in the rural and urban areas has deteriorated. 
The consumption shares of individuals both in the 
lowest 30 percent and the middle ‘40 percent 
declined while that of top 30 percent increased, 
representing a reversal of the trend observed since 
1987-88. 


It is possible that a part from the rise in the 
consumerism among the upper income groups, the 
fiscal compression affected the consumption of 
lower income groups adversely, especially in rural 
areas, on account of slowdown in public investment 
as well as social spending. Also, the reduction in 
fertiliser subsidy may have reduced the yields and 


on farm incomes of small and marginal farmers by 


restricting the use of fertilisers, especially because 
they have little marketable surplus to sell at higher 
food prices, even as they have to pay more for 
the purchase of foodgrains. 


If the impact of ongoing economic reforms on the 
poor has, on the whole, been adverse in India, it 
is mainly because the socio-economic position of 
the poor continues to be vulnerable. The 
persistence of poverty and destitution is attributable 
basically to the delayed or slow pace of structural 
changes designed to empower the poor by’ 
enlarging freedoms, opportunities and capabilities for 
them. | 


Poverty Worsens After Reforms 


Poverty Worsens After 
Reforms 


. - C..Rammanohar Reddy 
The Hindu (Madras) - July 10, 1995 


The big question in the past few years is how 
adjustment is affecting the poor. Government 
spokesmen and official documents have claimed 
that safety nets have cushioned the impact of 
reform: and that employment has in fact increased. 
But few hard statistics are available to buttress 
such: ‘opinion. | 


Estimates of six million jobs each having been 
generated in 1992-93 and 1993-94 and many more 
in 1994-95 (as against only three million in 1991- 
92) have been made. But apparently a bit of 
fudging has been at work. Elasticities of 


employment with respect to growth - how many. 


jobs are generated for every percentage point of 
growth - have been artificially raised for the Eighth 
Plan (1992-97) period. So naturally more jobs can 
be daimed to have been “statistically” created from 
the 4.3 percent to 5.3 percent annual economic 
growth in the years since 1991-92. 


Now for the first time, hard statistics on the trend 
in poverty since reform are available and they do | 


not tell a positive story. Researchers working with 
officia! information on consumption data for the 
second half of 1991 and for 1992, collected by the 
National Sample Survey Organisation, have come 
to the conclusion that there was a fairly substantial 
worsening of rural poverty in the early stage of 
reform while there was at the most only a 
marginal increase in urban poverty. (Suresh D. 
Tendulkar and L. R. Jain, “Economic Reforms and 


Poverty,” Economic and Political Weekly, June 10,” 


1995). 


The researchers go to great lengths to argue that 
this worsening of poverty in 1991 and 1992 was 
only an “indirect” consequence of economic reform 
and largely the result of “natural forces, constricted 
manoeuvrability of Government action. political 
factors...”. But despite the dean chit that is given 
to reform, it does appear indisputable that safety 


nets were not in place and certain aspects of 


Government policy directly caused a worsening of 
rural poverty in 1991-92. 


What are the facts ? From the NSSO’s surveys of 


the value of monthly consumption by households in 
different income strata, the researchers have 
estimated three different indices of poverty and 
many variants of these three indices. The first 
index is what is called, the head count ratio 
(HCR), the proportion of the population which is 
able to spend less than the ‘minimum required for 
normal subsistence (“the poverty line”). 


The second index of the incidence of poverty, the 
poverty gap index (PGI), measures the gap 
between the consumption expenditure of the poor 
and the minimum normative expenditure of. the total 
population. The PGI gives an indication of how far 
the poor are from crossing the poverty line. The 
third index of poverty combines the elements of 
the two measures. 


Stark statistics 
The accompanying table gives Tendulkar and Jain’s 


estimates of one set of variants of the head count 


ratio and the poverty gap index for rural and urban 
areas. The third index and all the other variants 
basically tell the same ‘story. 


“The statistics are stark. For the first time, after 


falling continuously over two decades, the incidence 
of rural poverty rose in 1991 and even more in 


- 1992. Secondly, the deterioration in rural poverty 


was quite sharp. According to the head count 
index, between .1990-91 and 1992 - in just two . 
years - there was as much as a third of an 
increase in the proportion of the rural population 
living below the poverty line. In 1990-91, 36.5 
percent of the population was able to spend less 
than the minimum required. In 1992 the figure had 
gone upto 48 percent of the population. 


Urban poor batter off 


The urban poor fared better. There was a marginal 
decline in the incidence of poverty in July- 
December 1991. But there was a rise in 1992, 
though the worsening was nowhere near that - 
experienced by the rural population. 


To an extent an increase in poverty in the early 
years of reform is to be expected. In the structural 
adjustment model of reform, expenditure contraction 
by the government is a critical element in the initial 
phase. This lowers demand and affects both 
employment and wages. Things are supposed to 
get better only when the recovery begins. But as 
the researchers point out in their article, demand» 
compression should have hurt the urban poor 
more, since Government cutbacks would have 
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reduced expenditure more in the towns and cities. 
Yet, why is it that in the second half of 1991 and 
in 1992, urban poverty rose very little while that in 
the rural areas increased substantially 7? 


The researchers admit that the effect of 
Government cut backs in expenditure will take 
some time to show up as lower wages and 
employment. So to that extent, the only marginal 
worsening of urban poverty in 1991 and 1992 is 
not surprising. Any substantial increase in urban 
poverty will show up when the results of the 1993 
NSSO survey become available. 


What of rural poverty trends ? Tendulkar and Jain 
blame four factors for this : 


(1) The year 1991-92 saw a 4.2 percent decline 
in food production. While 1992-93 saw a 
recovery to a 5.1 percent growth, this only 
made up for the decline the year before. 
Declines in agricultural production reduce the 
demand for labour in rural areas and also 
raise food prices. This double impact caused 
an increase in rural poverty. 


(2) The shortfall in food production persuaded 
farmers to hold back stocks, further 
contributing to a rise in food prices. 
Government manoeuvrability was restricted 
because official food stock were below the 
recommended minimum. 


(3) The two years saw steep increases in 
procurement prices, ostensibly to make up for 
the cuts in fertilizer subsidy. Food prices rose 
by 21 percent in 1991-92 and by 12 percent 
in 1992-93. The Consumer Price Index for 
Agricultural laboureres showed an annual 
inflation rate of over 20 percent between 
October 1991 and August 1992. 


(4) Since 1991-92 and 1992-93 were not declared 
as drought years, there were no special 
Central Government relief programmes. 
Further, even employment generated by the 
Jawahar Rozgar Yojana fell in both 1991-92 
and 1992-93. 


While all these factors caused an increase in rural 
poverty the researchers see only the “indirect” 
effect of reform. But is that really true ? It may be 
correct to argue that the rural sector was not the 
focus of reform in 1991-92 and 1992-93: But the 
haphazard cuts in the fertilizer and food subsidies 


were very much part of the reform process. And 
these had a direct effect on food prices, which 
hurt in particular the rural poor who are not 
so well covered by the public distribution 
system (whatever the claims made on behalf 
of the Revamped PDS). Secondly, the steep 
increase in procurement prices was also very 
much part of the reform process - meant to 
compensate for the cut in the fertilizer subsidy but 
in actual fact effecting a much larger rise in 
support prices. 


Further, the path of reform chosen saw sharp 
reductions in capital expenditure. Government 
contribution to total investment in agriculture is not 
very large. But in a period of a general decline in 
investment in agriculture, the cutbacks in- 


‘government capital outlays could have only 


worsened the situation. 


If poor Government policies led to a sharp 
increase in rural poverty, then too much is 
perhaps made by the researchers of effect of 
the two percent decline in agricultural production 
in 1991-92. In the past it has been generally true 
that if the agricultural harvest in any year shrinks, 
then there will be a worsening of rural poverty. 
And larger the harvest, a decline in poverty will 
take place. But there is little one-to-one 
correspondence and it is almost certainly 
implausible that the two percent decline in 
agricultural production in 1991-92 would have made 
any large independent contribution to the sharp 
increase in rural poverty. 


Agricultural production in 1972-73 fell by 8.3 
percent, yet the head count ratio of Tendulkar and 
Jain shows a marginal decline in rural poverty that 
year ! Production declined by 3.6 percent in 1986- 
87 and the head count ratio of rural poverty 
declined by almost four percentage points the same 
year. And yet, a two percent decline and a four 
percent growth in 1991-92 and 1992-93, 
respectively, are being blamed for a 11 percentage 
point increase in rural poverty. 


The Government cannot escape the responsibility 
for the developments in 1991 and 1992. Things 
may have turned out differently later. But whatever 
may have happened in the two subsequent years, 
what will happen if the 1995 monsoon proves the 
meteorologists wrong ? 
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Survey period 


1970-71 
1792-73 
1973-74 
1977-78 
1983 

1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991 

1992 


Urban 
HCR PGI HCR _ PGI 
i ere eateries At eek a io ht pee ee 
57.33 0.1757 45.89 0.1339 
57.21 0.1793 47.00 0.1357 
56.17 0.1675 49.20 0.1388 
54.47 0.1659 42.98. 0.1216 
49.02 0.1386 38.33 0.0995 
45.21 0.1221 35.39 0.0948 
44.88 0.1126 36.52 0.0934 
42.23 0.1020 36.98 0.0961 
37.94 0.0880 32.41 0.0803 
36.55 0.0881 32.43 0.0803 
42.06 0.1002 32.02 0.0790 
48.07 0.1259 33.87 0.0843 


HCR = Head Count Ratio 
PGI = Poverty Gap Index 


Source : “Economic Reforms and Poverty”, Suresh Tendulkar and L. AR. Jain, Economic and 


Political Weekly, June 10, 1995 
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Safety Nets for Vulnerable 
Sections 


- G:. Parathasarathy 

New Economic Policy and the Vulnerable 
Sections 

Published by Institute of Development Studies, 
Jaipur, Classic Publishing House. 


Introduction 
Structural Adjustment Explained 


Structural adjustment programmes within the New 
Economic Policy are aimed to restore external and 
internal balance and promote the efficient allocation 
of resources through reduction or elimination of 
distortions in product and factor markets. In 
general, they seek to reduce public expenditure, 
enhance public revenue, stimulate an increase in 
foreign exchange earnings, reduce foreign 
expenditure, contain inflationary pressures and 
improve the efficiency of public bodies. Often a 
distinction is drawn between stabilization and 
structural adjustment. The former refers to short- 
term policies designed to correct imbalance 
between domestic absorption and domestic supply. 
The latter consists of policies designed to influence 
the equilibrium configuration itself through structural 
réallocations (between tradables and non-tradables) 
and through changes in ground rules of production 
and exchange (FAO 1991.p.2). 


There is a growing concern on the likely impact of 
the adjustment in India on the vulnerable sections, 
especially within the unorganised sector, both in the 
rural and urban area. The concern is reflected in 
the last-minute increased allocation for rural 
development in the Eighth Plan. This certainly 
suggests a retreat from the facile notion that faster 
economic growth by itself can take care of the 
poverty question. 


Controversy Over Structural Adjustment and 
its Impact on the Poor 


Srinivasan’ in a working paper prepared for the 
World Bank argues forcefully against any special 
concern for the poor/low income households during 
adjustment on the following grounds : 


@ There are no particular features of adjustment 
policies that make the incidence of the cost 
more skewed compared with any other set of 
policies; 


@ The ‘possibility that the poor may be hurt 
(relatively) more in a period of adjustment, 
because adjustment policies are inherently 
skewed against, needs to be distinguished 
from the choice by the regime in power of a 
particular adjustment policy that hurts the 
poor more, compared with another feasible 
adjustment policy with similar total costs 
which would have hurt the poor less; and 


e Aggregate demand management during a 
period of structural adjustment hurts the poor 
not because of structural adjustments but 
because of distortionary domestic policies 
which restrict resource movement. 


The arguments of Srinivasan are, however, not 
acceptable for the following reasons (FAO, 1991, 
pp 7-11) : 
1. It is not true to say that adjustment policies 
are no more skewed against the poor than 
any other set of policies; 


2. Very little is known about the income 
distributional effects of some adjustment 
policies, such as devaluation: 


3. It is arguable - and illustrated empirically in 
the WIDER sample - that even under fairly 
diverse conditions, attempts to curtail 
aggregate demand e.g. through a cut back in 
public investment (or interest hikes) result in 
sharp output contraction; 


4. Given demand, public and private investments 
complement each other in varying degrees, 
but also public investment may be crucial for 
attracting private investment in a backward 
region; and 


5. A hike in interest rates is justified on the 
ground that it will stimulate savings and rule 
out projects with relative low profitability. 
There is limited evidence favouring the 
positive effect of higher interest rate on 
savings in the WIDER sample. 


Taylor (1987) in a paper prepared for WIDER 
argues, given the high share of nominal costs 
made up of interest demand, interest rate hikes 
typically reduce aggregate demand in the short 
term and also tend to be inflationary. As a result 
there is often stagflation. This is confirmed in 
several WIDER counter studies, e.g. Tanzania and 
Brazil. He emphasises, only employing 
contractionary policies scarcely makes economic 
sense. If, as a consequence, poverty and 
unemployment spread, productive firms go bankrupt, 
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and the financial system turns fragile, recovery from 
such problems is immensely difficult, as 
demonstrated by the experience in Mexico, and 
other countries in which orthodox remedies have 
been applied to the extreme. 


Since the contractionary effects of demand are 
much ‘sharper than anticipated, the hardships borne 
by low-income households during a period of 
adjustment warrant special concern, what reinforces 
this concern is the possibility that the contractionary 
effects may be so strong that a recovery may 
become immensely difficult. The argument, that, in 
the absence of adjustment policies the condition of 
the poor could be even worse, should not be used 
to evade the adverse impact of adjustment policies 
on the poor and on the choice of alternative 
adjustments that will minimise the current as well 
as the future cost on the poor. 


Stabilization Policies: and Inflation 


The New Economic Policy in India involved 
emergency action towards stabilization in the short- 
term and structural reforms in the economy to 
cope with medium and long-term situations. 
Stabilization policies were intended to reduce the 
level of fiscal deficit and also reduce the balance 
of payment gap. The new Government which 
assumed office in 1991 moved urgently to 
implement a program of economic stabilization 
through fiscal correction. A key element in the 
stablisation effort was to restore fiscal discipline. 
Both the balance of payment problems which were 
building up over the past few years and the 
persistent inflationary pressure were the result of 
large budgetary fiscal deficits which characterized 
the economy year after year: A reversal of the 
trend of fiscal expansionism was considered 
necessary to restore the macro-economic balance 
in the economy. The signal was given in the 
budget for 1991-92 which was presented on 24th 


July. The measure covered included : 


1. A sharp decline in the budget deficit and 
fiscal deficit; and 


2. A hike in the bank rate from 10 to 11 
percent and subsequently since July from 11 
to 12 percent. All other rates linked to the 
bank rate also underwent similar upward 
revisions. Upward revisions were made also 
in the lending rate of scheduled commercial 
banks. 


The above two measures could be said to 
be counter-inflationary. But there are aspects 
of NEP which contribute to higher prices for 
the commodities purchased by vulnerable sections 
in particular. Firstly, subsidies on fertilisers 
have been reduced as part of the measures 
towards reduction in fiscal deficit. To compensate 
the farmers for increased cost as a result 
of reduction in subsidies, procurement prices 
have been increased. The procurement price 
of paddy (common variety), which was Rs. 185/- 
per quintal in 1989-90 was raised to Rs.205/- 
in 1990-91; in 1991-92, there was again a 
further rise to Rs.230/- by 12.20 per cent. 
Similar rise in prices was noticeable for wheat and 
coarse gram (see Table-1). A rise in procurement 
price is found to induce a rise in open market 
prices also. Further, the expectations of 
discontinuance of all sorts of social controls over 
trade, by themselves, trigger speculative trends in 
prices both on the part of big farmers as well as 
traders. 


The rise in procurement price involved a rise in 
issue prices to ensure that there was no increase 
in the subsidy adding to the fiscal deficit. The 
issue price for common rice which was Rs.289/- on 
the 1st June, 1990 rose to RAs.377/- i.e. by 30.45 
percent. 
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- V. S. Vyas 
New Economic Policy and the Vulnerable 
Sections 


Institute of Development Studies, Jaipur, Classic 
: Publishing House, Jaipur 1994 


Some of the policy measures commonly known as_ 


the New Economic Policy (NEP) were taken a few 
years back. However, the name NEP given to the 
measures initiated since the beginning of 1991 has 
a significance both because of _ the 
comprehensiveness of the measures and the 
coherence of the whole package. As is now well- 
known NEP envisages a stabilization phase and an 
adjustment programme. Both need not run strictly 
in a sequential order. In the present context, the 
stabilization programme is more urgent and to a 
large extent the success of the adjustment phase 
largely depends on the success of the former. For 
conceptual clarity we may discuss these separately. 


The Stabilization Programme 


In India the stabilization programme is aimed at 
restoring balance on the fiscal side as well as in 
the external payments. 


Fiscal imbalance was expressing itself in the 
growing budgetary deficit of the Central 
Government. The resultant deficit financing was the 
principal cause of the inflationary pressure on the 
economy. Rising prices not only seriously hit the 
fixed-income earners, they also made Indian 
products costlier and thereby non-competitive. An 
inflexible exchange rate further exacerbated the 
difficulties in securing export markets. There were 
periodic spurts in economic activities but an 
underlying trend of stagnation was easy to discem. 


The measures taken under the Stabilization 
Programme (SP) mainly revolved around curtailing 
the budgetary deficits on the one hand ‘and 
devaluation and partial convertibility of the Indian 
Rupee on the other. The impact of these measures 
on the poor would depend on the speed and the 
content of these measures. For example, in the 
political set up of our country one would not 
expect any cuts in defence expenditure or on civil 
services, or on some of the subsidies. The 
expenditure cut would most probably fall on the so- 
called welfare programmes or on capital 
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expenditure. These cuts can be avoided if we can 
raise enough resources through taxation. This route 
is seldom taken by the developing countries 
including ours, since more fluent sections have also 
greater political clout. In any event, raising taxes 
violates the spirit of Structural Adjustment Reffonts 
as preached by the Brettonwood Institutions (who 
do not take a possible exception of tax on 
agricultural incomes). 


Impact on the Poor 

During the period of stabilization phase, attention to 
the poor and vulnerable sections should be all the 
more sharper. This is because of the acute and 
pervasive nature of poverty in India. More so, 
because, two important planks of stabilization policy, 
namely, curtailment of public expenditure and 


‘withdrawal of subsidies, can have important 


repercussions on the employment situation and 
welfare level of the vulnerable sections. There is 
an urgent need for designing proper protective 
measures for the poor in this context. 


Curtailment in Public Expenditure 


A cut back in public investment, as much as the 
closure of the uneconomic units, leads to 
retrenchment of workers, particularly those who are 
easily dispensable. These belong, generally, to the 
unskilled, unorganized and weaker sections. The 
impact of the cut in public expenditure may go 
beyond the difficulties to be faced by retrenched 
workers and may prove more damaging to the 


poor. 


By cutting back on the investment in the 
infrastructure, prospects for employment are further 
jeopardised; as infrastructure creation is more 
labour-intensive, the impact on employment is also 
more serious. Secondly, infrastructure has strong 
forward linkages with several other economic 
activities. A curtailment of investment in 
infrastructure will have a multiplier effect on 
unemployment. A cut-back in the welfare activities 
will have an additional debilitating impact on the 
vulnerable sections. A decline in the investment in 
health or education or nutrition, even if filled. in by 
private entrepreneurs, will deprive the poorer section 
the basic avenues for self-improvement. 


Subsidies 


The arguments for reducing subsidies are: very 
strong at the theoretical level. Apart from their 
macro-level implications, i.e. in generating 
inflationary pressures, they are counter-productive 
as they take away incentive from the beneficiaries 
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to become self-reliant. They conceal the true social 
cost of an enterprise or a product. The most 
_ important argument against subsidies is that they 
are difficult to target. Rarely do they reach the 
right group for any length of time. There are, 
however, two powerful arguments in favour of 
subsidies; one is the famous “infant industry” 
argument which does not need any elaboration. 
Another major argument is in terms of transfer of 
income from more affluent groups to less affluent 
groups. 


From the perspective of the poor, two types of 
subsidies are more important in this context; 
agricultural input subsidies and food subsidies, 
accounting for nearly Rs.3,444 crores and Rs.2,572 
crores in 1987-88, (at 1980-81 prices), respectively. 


Among the agricultural subsidies input, that on 
fertilizers has attracted more attention. The Finance 
Minister has instituted a 30 per cent cut in these 
subsidies. There is a general view that the 
incidence of these cuts would be more adverse for 
the backward regions and the small farmers who 
are the “late users”. These effects will be 
compounded if the farm prices are raised to 
compensate the agricultural producers for the rise 
in the fertilizer prices. In the case only those 
farmers would benefit who have marketable surplus. 
On the other hand the marginal farmers and the 
landiess labourers will have to pay higher prices for 
an essential commodity like food. What is 
suggested is an orderly withdrawal of the input 
subsidies, by taking into account the repercussion 
on agricultural production, regional imbalances and 
incentive structure of the “late users’. 


In the present context of a sizeable number of 
people suffering from malnutrition and under-nutrition 
‘there is still less justification for any drastic cut in 
the food subsidies, which are in the nature of the 
transfer of income from the more well-to-do to the 
less well-to-do. This, of course, assumes that the 
food subsidies are well-targeted. In any event, the 
implications of the removal of the inputs and the 
food subsidies in a country like ours are a lot 
more complicated and do not permit a doctrinaire 
approach. 


To protect the vulnerable sections and to 
compensate those affected by reforms, various 
steps are taken. We will discuss two-measures 
which have overriding importance in our context, 
j.e., compensation for and rehabilitation of the 
retrenched workers and the public distribution of 
essential commodities. 


Compensation and Rehabilitation of the 
Retrenched Workers 


Because of the curtailment of public expenditure 
and an “exit” policy for the inefficient public sector ' 
as well as private sector units, a number of 
employed can lose their jobs and join the ranks of 
“new poor’. There is a need to provide them’ 
immediate help as well as to make arrangements 
for their training for more viable activities. Precisely. 
with these objectives a National Renewal (or 
Reconstruction) Fund, NRF, was established in 
January, 1992. The initial budgetary provision for 
the Fund amounts to Rs. 200 crores. Substantial 
assistance is expected from _ International 
Development Association (IDA) and from voluntary 
contribution of industry and states. Some amount 
has also been earmarked from the Jawahar Rozgar 
Yojana for ‘similar purposes, but in this case for 
rural unorganized workers. 


No details seem to have been yet worked out for 
the modus operandi of the Fund. The Fund, in 
order to be useful to the affected workers, has to 
be related to the speed with which the reforms are 
to be pursued and its organizational structure has 
to ensure speedy and effective steps. The fact that 
the general policy thrust is towards curtailment of 
government expenditure and divestment of public 
sector units, one would have expected a great deal 
of importance being attached to such a fund. But, 
unfortunately, the expected level of seriousness is 
not evident. The proposal seems to have been 
made, at best, as a humanitarian gesture. 


Public Distribution System 


Since the days of the second world war, India is 
pursuing a policy of the Public Distribution of the 
essential commodities. Over the years the Public 
Distribution System (PDS) has been made more 
extensive, both in terms of commodities covered 
and the area served. In recent years the system 
has been examined in detail by scholars in different 
parts of the country. It has come under serious 
criticism in terms of its objectives, costs and the 
impact on the poor. These criticisms have become 
more strident in the context of the NEP. We 
should review them briefly before arriving at any 
conclusion. 


it is true that there is no clarity about the objective 
of PDS. Is it aimed to hold down the general price - 
level, a sort of anti-inflationary device? If so, this 
task is too ambitious. A few scholars have 
attempted to quantify the amount of the 
commodities needed for such “open market 
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operations”.. It is quite clear that to run a system 
with an objective of stabilising price level of even 
a few commodities, say foodgrains, is beyond our 
administrative and fiscal capacity. Is the system 
designed to make available all the goods of daily 
consumption, from toilet soaps to exercise books, 
whenever any scarcity is experienced in their 
availability? Again, this is beyond the organizational 
capacity of a system run by the bureaucracy. 


Nor will everyone agree that it is the state’s 
responsibility to procure and distribute every 
“essential” goods the price of which ‘shows an 
upward movement. After all price does perform a 


critical role in the allocation of resources by the - 


enterprises. Besides, it is neither possible nor 
desirable to meet the requirements of each and 
every: household for what it considers an essential 
commodity. So long as there is a market for’ goods 
and services, the state need not intervene to 
“regulate” the prices unless there is a clear case 
of foul play, coflusion or unfair practices. Through 
PDS, the State’s operations should be limited to 
provide the basic necessities to the poorest 
sections. 


There are objections even to such a limited, well- 
targeted, PDS. The “leakages” in the system are 
pointed out as one argument against PDS; and it 
is asserted that the same amount invested in the 
employment generating schemes would yield better 
results for the poor. These arguments are not 
tenable. There are “leakages” in the employment 
schemes also. Besides, for a basic necessity like 
food a minimum of. security must be assured to 
the vulnerable sections. A subsidised PDS for the 
well targeted: groups is the best form of ‘food 
security that we Rave’ been able to: find out. 


This does not. mean that there is. no scope for 
improvement in PDS. The objectives have to be 
well-defined, the costs have to be controlled and 


targeting should be more effective. One of the . 


main pre-requisites for the latter is to decentralise 
the operations. 


Structural Adjustment Programme 


It is assumed that once the decks are cleared by 
correcting the fiscat imbalance and by a realistic 


alignment of the value of the domestic currency,. 


other policy measures designated as Structural 
Adjustment (SA) can accelerate the pace of 
economic growth. These measures can be broadly 
Classified into two categories’: (i) deregulation and 
privatization of the domestic economic activities i.e. 


debureaucratisation and encouragement to 
competition in domestic markets, and. (ii) 
globalization of Indian economy. Several steps 
under these two categories were taken during the 
Prime Ministership of Rajiv Gandhi. However, a 
logically more consistent package is being tried out 
only since 1991. It is not germane to the present 
discussion as to at whose instance these measures 
were initiated; we are interested in understanding 
their impact on the poor. 4 


‘Spread Effects’ of Economic Growth 


The proponents of NEP do not rule out State 


intervention -in favour of the poor; but they consider 
that the really effective weapon for poverty 
alleviation is accelerated economic growth. It is the 
‘trickle. down’ or the ‘spread’ of growth on which 
major reliance is placed. There are two implicit 


‘assumptions underlying this approach. The first 


assumption is that NEP will lead to accelerated 
growth. Historical evidence in this regard is, to put 
it mildly, inconclusive. The second assumption is 
that economic growth will lead to poverty alleviation. 
We are more concerned with the latter assumption. © 


We have, in India, experience of the states 
registering different growth rates and their 
respective experience in poverty alleviation. Without 
going into details, | will tee ok eg main ‘lessons 


from Indian ‘experience. 


1. Rate of economic growth has to be fairly 
high, say 6 to 8 per cent per annum or | 
more, to have a messi “trickle- down” 
effect. 


‘2. The’ compensation. of growth is as important 

as the rate of growth: an agriculture led 

growth is likely to have a more remarkable 
impact on alleviating poverty; and 


3. Spread effect of growth is likely to be faster 
if it is accompanied by: investment in 
infrastructure and in human resource 
development. 


Indian experience also suggests that faster 
economic growth with all these qualifications may 
only affect the economic aspects of poverty but if - 
we consider the social handicaps of the poor as 
well, these may not be corrected even: with fast 
economic growth. Even among those households 
who have crossed the economically determined 
poverty line one may find a low level of literacy, 
low standards of child and mother care, 
discrimination against women, etc. Thus, in the 
Indian context to have a favourable impact on the 
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poor households i.e, to generate employment and 
to provide for the long term opportunity for growth, 
public investment in some of the sectors, especially 
infrastructure and agriculture, needs to be 
augmented, and protective measures like NRF and 


the Public Distribution of essential foodgrains have 


to be further strengthened. On these issues we 
have dwelt above. There is a further need to make 
the markets “poor-friendly”. This last aspect needs 
some elaboration. 


Markets and the Poor 


The poor are handicapped in responding to the 
market signals at two levels. They find the entry 
to the markets very difficult, especially those 
who do not have assets or skills. Second, even 
when they enter the market they are not able to 
obtain fair returns. Latter, because of the low 
“reserve price” they set for themselves, and the 
high transaction costs which the other transacting 
party has to incur. There is also an overarching 
consideration of risk which the poor have to take 
into account. The State has an important role in 
‘making markets “poor-friendly”, by strengthening 
their asset base, by helping in the reduction of the 
transaction costs and in creating an environment 
for steady growth. 


_In our country, efforts were made to provide assets 
to the rural poor through the land reform 
programme. At least this was one of the objectives 
of the land reforms programme, e.g. of the land 
ceiling legislation. However, the failure in this 
respect is more or less total. The extent of the 
failure and the reasons thereof are well researched 
and well documented. | will not go into these 


reasons. It will be unrealistic to assume that we 


can once again revive these measures and obtain 
any great success. Re-distributive land reforms was 
a good idea, but its days are gone. 


Current efforts under the Integrated Rural 
Development Programme (IRDP) are in the same 
direction. There are several evaluative studies- on 
this programme. These studies have pointed out 


the high costs and limited benefits of the - 


programme, as well as large “leakages” under this 
effort, latter mainly because the non-poor try to 
pre-empt the benefits meant for the poor. At the 
same time these studies, or most of these studies, 
have also shown that the weakness observed 
under IRDP are being progressively reduced. Still 
there is a long way to go but the progressive 
improvement in the implementation of the 
Programme makes one more hopeful. 


There is a similar but less ambitious programme 
for skill formation, known as TRYSEM. What has 
been said about IRDP applies more or less in the 
Same measure to this programme also. However, 
the progress under this programme is much slower. 
During the Seventh Plan hardly 6 to 7 per cent of 
the IRDP beneficiaries were trained under 
TRYSEM. An indepth review of the programme 
done by the researchers at the Institute of 
Development Studies. Jaipur has pointed out two 
major weaknesses - very little inter-action with the 
beneficiaries at the grass root level, and lack of 
concern for responding to the real market demand. 


Under the new policy dispensation, both these 
programmes, IRDP and TRYSEM, deserve greater 
support if we want the poor to take advantage of 


the market development. 


Relevant Markets 


There are three markets which are particularly 
relevant to the poor: Labour Market, Product 
Market and Credit Market. In all these markets the 
poor are handicapped. Functioning of the rural 
labour market can illustrate the situation faced by 
the poor. 


Most of the poor households have only physical 
labour to sell. A study of the labour markets will 
suggest that real wages are, by and large, 
stagnating during the last decade or so, including 
in areas where agricultural productivity has 
considerably increased. This is mainly because the 
growth in employment opportunities has not kept 
pace with the growth in the labour force. And 


partly because the labour market is segmented, 


people cannot move out easily from the areas of 
low wages to areas of high wages. Also, because 
of the dependence of the labourers on the same 
employers in more than one market (a 
phenomenon known as inter-locked markets) i.e. 
same labour household dependent on the same 
employer not oniy for employment but also for 
credit or land, (latter if it happens to be the 
household of share cropper), their bargaining 
capacity is circumscribed. 


It is not only the low “reserve price” of the poor 
that the non-poor take advantage of but as the 
transactions with the poor, especially in the product 
and credit markets are numerous but small, the 
transaction costs are also high. This applies as 
much to the public institutions which are established 
with the clear objective of giving support to the 
poor households, e.g. state-run credit institutions, 
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cooperatives, etc., as to the private profit-seeking 
establishments. In other words, there is a lack of 
> congruence between the recipient system and the 
delivery system. 


in all such cases, action has to start at two levels. 
At the recipient level there is a need for the 
organization of the poor. Wherever the poor have 
been organized, whether the organization is a rural 
workers trade union as in Kerala, or the 
cooperative societies of the small milk producers as 
in Gujarat, the results have been very satisfactory. 
At the same time, the delivery system has also to 
adapt to the requirements of the small producers 
and borrowers. There are several examples of 
innovations in delivery arrangements to meet the 
requirements of the poor household without 
necessarily incurring high costs. The Grameen Bank 
in Bangladesh and SEWA in India provide good 
examples. 


Summing Up 


There are several areas where concerted action is 
indicated if the poor have to participate in the 
growth which NEP promises. Prominent among 
these are : 


1. Greater investment in infrastructure to facilitate 
the “spread effect" of economic growth and to 
generate productive employment. 


2. Greater investment in human resource 
development to strengthen the recipient 
system and improve its social status. 


3. Greater emphasis. on the programmes like 
IRDP and TRYSEM to provide an asset and 
skill base to the poor; 


4. Strengthening a well targeted PDS catering to 
the basic needs of the poor, and 


5. Devising adequate and timely social security 


measures for the ‘new poor’. 


Even while taking these measures the basic tenets 
of NEP should not be lost sight of. For 
example - 


1. Although there are some spheres where only 
the State can take action, °.g. institutional 
reforms, there are several other areas where 
private initiative and social action should be 
given preference; 


2. The state should not embark on programmes, 
either with its own resources ofr with 
borrowed funds, which are likely to remain a 
liability in the future; and 


3. As in the case of the major initiative even 
individual projects should be subjected to the 
test of sustainability, Even if subsidies are 
involved, one should be clear on the 
questions, “for whom" and “for how long”. 


While pursuing the old economic policies, tt was 
never seriously questioned how they were likely to 
benefit the poorest of the poor, the daridranarayan. 
Let us not make this mistake once again. 
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There was a general agreement that public policy 
must indude compensatory measures in the form of 
safety nets to meet the social costs. In the interest 
of the vulnerable sections, public policy also 
requires capital expénditures on agriculture and 
social sectors such as health and education. This 
session critically reviewed the integration of such 
public policies with other macro policies and the 
priorities therein, the inadequacy of these policies 
to meet the contingencies in the processes of 
implementation, and their potential to achieve a 
high growth rate for employment and the economy 
as a whole. The critics of the present public policy 
argued that at present the design of public policy 
for vulnerable sections aims mainly at subduing the 
ii effects of NEP. And the measures suggested 
entailed leakages also. Some of these were 
inevitable but at times these leakages seemed to 
* be deliberate. The critics argued that public policy 
for vulnerable sections is a long term agenda while 
immediate concern of policy makers is solving their 
fiscal and monetary problems. But policies required 
for such immediate action do not necessarily 
ensure growth. If they do ensure growth they will 
be the best anti-dote to poverty because without 
growth all interventions for poverty alleviation may 
prove to be high cost measures and society may 
be a net loser. . 


This section takes a look at the government's 
predicament while initiating the NEP, then examines 
the circurnstances under which growth and poverty 
alleviation can go together (ie. the scope for 
productive employment), and finally discusses some 
of the concrete programmes. 


The Government’s Predicament 
Low Growth Rate 


Economists underlined the fact that during the 
process of stabilization, growth rate deciines as is 
evident from the experience of other Third World 
countries. In India, too, during the first year of the 


launching of NEP, in 1991-92, the growth rate had 
been below 2 per cent. However, policy advisers’ 
view at the Consultation was that it would have 
been the same even without stabilization policy and 
so this low growth rate should not be attributed to 
stabilization measures. It was cautioned that low 
growth rate accompanied by deepening fiscal crisis 
will accentuate governmental problems and its 
capacity to intervene in favour of the poor. 


The Fiscal Crisis 


Policy makers felt that the fiscal situation had 
reached a stage when it is not possible to keep 
capital expenditure at the same level unless 
borrowings are increased. It is also not possible to 
substantially reduce interest payments and defence 
expenditure, Drastic reduction in government 
expenditure can be advocated only in principle 
because more than 50 percent revenue expenditure 
in the Government of India budget is on wages 
and salaries which is difficult to cut down in the 
short run. Labour market adjustments are difficult 
as work force is dominated by government jobs 
and government jobs provide total job security. 
Wages and salaries of government employees have 
one-way movement only, ie. these can only go up. 
Such issues are compounded by the political 
compulsions which enhance economic costs. With 
low growth and no let up in the demand by 
politically well entrenched groups, less liberty can 
be taken with fiscal deficit, The Government of 
India’s annual budget is of the order of As.300,000 
crores. At present only 2 per cent is earmarked for 
short term relief. Clearly this can not make a dent 
in the long run employment problems. 


The Federal Structure 

Yet another predicament pointed out was the 
federal structure of the government. States account 
for 80 percent of total government expenditure. Yet 
states do not have an important role in the NEP. 
in terms of current revenue budget, the transfer of 
resources to states is declining, which has an 
important implication. Investment in agriculture and 
education are state functions. With paucity of 
resources, at the state level, expenditures in these 
sectors is likely to decline as they do not fall in 
the gambit of the centre. 


Government and the Market 

The government also faces a dilemma over its role. 
in the market. If market is to guide resource 
allocation then relative prices in different markets 
will have to be set right. It was argeed that 
relative prices cannot be set right unless there ts 
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an index of external productivity or global 
competitiveness. That is why, internal and external 
stages of liberalization cannot be isolated. In the 
absence of liberalization, tariff rates will remain high 
and price structure will remain biased in favour of 
domestic production. The impact of inefficient 
resource allocation will be on the commodity prices 
and hence on the standard of living of the 
vulnerable sections. The government intervention in 
resource allocation via price mechanism has in the 
past interfered in the free play of market forces 
which are expected to give the most efficient 
allocation of resources. 


Thus we have a scenario, where growth is low, 
fiscal deficits have reached the outer limits, there 
is a firm commitment to certain expenditure (i.e. 
wages, salaries, subsidies) which among other 
things has created distortions in labour and 
commodity markets. Besides, capital expenditure in 
social sectors is a state subject and states are 
facing a severe revenue crunch. The government 
role vis-a-vis the market and the vulnerable 
sections is also not clear. In these circumstances, 
the relationship between policy reforms and poverty 
alleviation can not be described easily. 


Growth and Poverty Alleviation 


Economists pointed out the relation between growth 
and poverty alleviation and discussed the nature of 
state intervention required. They felt that the 
economic growth has succeeded in alleviating 
poverty, once growth rate is substantially high, say 
6 to 8 per cent. This has happened, for example, 
in South Korea, Taiwan, Indonesia, and in our own 
country in Haryana and Punjab where poverty is 
now less than 20 per cent. Even in these two 
Indian states once the poverty level reaches, say, 
20 per cent it becomes increasingly difficult to bring 
it further down. Such a high growth rate has not 
been achieved by other states. Even with medium 
growth rate, say, five to seven per cent per 
annum, ‘trickle down’ or ‘spread effect’ can work if 
the following condition are met: first, infrastructure 
is well developed; second, there is emphasis on 
human capital formation which helps in the spread 
of growth, and thirdly, the impact on poverty 
alleviation will be positive if together with growth 
there is an increase in social awareness and 
political participation. These factors generally help 
in poverty alleviation, but there are exceptions too. 
For example, even with substantial investment in 
these sectors, Kerala has not achieved a high 
rate of growth. The situation in Africa is, of course, 
worse. In any event, the poor will not be able to 
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respond to the market signals or to growth stimuli 
so long as they do not have access to assets 
which have to be interpreted broadly to include 
skills and physical stamina. 


In the context of NEP, markets will play a major 
role-the labour market, credit market and the 
commodity markets are critical to the poor. 


The Labour Market 
Scope for employment in agriculture is limited. 


“Small farmers and landless labourers will have to 


earn livelihood via labour market. Opportunities for 
employment in the non-farm area are ample but 
require efforts in a number of ways such as skill 
building, information dissemination, and organization 


_of inputs and services for tiny enterprises. All this 


requires interventions with which there is less 
familiarity. In the absence of these or any other 
systematic interventions and because of a variety 
of social and cultural factors the labour market for 
the poor remains fragmented. 


The Credit Market 


The credit market for the poor is also very 
exploitative. A major weakness in the credit market 
is the lack of efforts in mobilizing savings. Proper 
organization of credit market can help the poor but 
its contribution is inhibited because the lending 
system is geared to collateral of assets. Besides, 
the transaction :costs for both the lenders and the 
borrowers are high because of numerous small 
loans. There are several examples of successful 
credit programmes for the poor, which do not insist 


- on collateral and where transaction costs are 


minimized mainly by group borrowing. In India 
concerted efforts have not been made in these 
directions. 


The Commodity Market 


State intervention is needed in the commodity 
market for providing small producers access to raw 
materials. Different types for economic infrastructure 
to support production may be needed by the poor 
to enable them to produce and/or export more. 


Institutional Changes 


As a part of structural adjustments, institutional 
reforms in financial sector are necessary. Structural 
adjustment will be incomplete without strong 
financial institutions. These institutions must allow 
people to participate. Merely by setting a credit 
institution for the poor, their access or entitlement 
to credit should not be taken far granted. NEP ig 
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expected to allow free play to the market: 
encourage privatization, move the economy towards 
integration with the world economy and limit the 
role of the state. For this an underlying assumption 
is equality in society. This, of course, is an 
unrealistic assumption. In the context of abject 


poverty and sharp inequality institutional reforms in 


the relevant markets are a pre-condition for the 
success of the policy. ; 


The New Poor vs the Chronic Poor 


Distinction also needs to be made between “new” 
poor and the “chronic” poor. The new poor is 
created with an exit policy which rationalizes the 
number of labour in industry. However, such 
distinction should not be over-emphasized. For 
example, in Ahmedabad closure of textile mills has 
led to destitution which is in no way distinguishable 
from the chronically poor. For both these categories 
structural adjustments would help if in the process 
of reforms investment in human capital formation. is 
raised and distortions in the labour, credit and 
product markets are removed. 


Employment 


Indian economy has registered “low to medium” 
growth rate. It was emphasised that it is essential 
to take public policy measures to protect vulnerable 
groups in such conditions. It was suggested that 
structural adjustment will be more helpful to the 
poor if growth is made more employment intensive 
than in the past. In the Seventh Plan, the highest 
rate of growth of 5.2 per cent per year was 
achieved, but employment growth rate was the 
lowest. Industrial growth rate was 8 per cent per 
year, but growth of employment in manufacturing 
was near 0 per cent. 


Probably because during this period the import of 
capital goods was at a very high level. NSS data 
also shows that unemployment is increasing in all 
states except Kerala. That employment can be 
raised even with moderate growth, is illustrated by 
the Employment Guarantee Scheme _ of 
Maharashtra. A_ better perception about 
unemployment could be obtained through micro 
studies. Employment per se cannot be an end. 
Even while implementing employment guarantee 
schemes questions such as the following may be 
raised: what will be the wage rate; where the work 
will be available; what does the going wage rate 
mean to vulnerable sections in terms of their 
standard of living? 


The disparity in wage rates across states is very 
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wide and is becoming increasingly wider. If the 
index of agricultural wages is taken as 100 for 
Punjab, it will be 44 for Orissa, 45 to 48 for 
Maharashtra, and 75 for Kerala. Due to unionization 
in Kerala, wage rate is high and consequently 
there is a movement away from labour intensive 
crops, the agricultural productivity is declining and 
so is the acreage under paddy. In Kerala, in 1973- 
78 growth rate in employment was 2.8 per cent 
which declined to 2.2 per cent in 1978-83 and 
further declined to 1.5 per cent during 1983-88 
when the policy of liberalization was initiated. Thus, 
even in Kerala, the employment intensity is 
declining and employment growth rate is less than 
the growth rate of labour force. 


Structural Adjustments and Agriculture 


In a poor rural society percolation effect largely 
works through higher real wages. If agriculture is 
not made part of structural adjustment, the problem 
of entitlement for the poor will remain exactly 
where it was. In fact, the situation may worsen. 
Combining long term growth and accumulation 
strategy with stabilization and structural adjustment 
will need sufficiently high agricultural growth 
together with institutional changes. It should: be 
noted that short term decisions will affect long term 
outcome. For example, in agriculture, expansion of 
area under commercial crops will reduce 
employment. If agriculture growth rate could -be 
raised to 4 per cent per annum, it can create 
conditions favourable to the poor. This may well be 
the necessary condition for long term growth 
especially in consonance with liberalization and 
structural adjustment policies. 


Finally, it was suggested that it is not a proven 
fact in the Indian context that labour unions are 
coming in the way of labour absorption. Collective 
institutions of the poor do not go against the spirit 
of the market. They raise social concerns, e.g., 
more careful approach towards technology lest 
labour displacement technology is introduced 
prematurely. 


To sum up, the critics felt that first, key conditions 
for long term strategy must be identified, agriculture 
should be enabled to generate surpluses, non-farm 
industrial base should be broadened, and 
institutions in different markets should be attuned to 
the needs of the poor. The concern expressed was 
that NEP as it is unfolding now, does not lay 
sufficient emphasis on the productive infrastructure 
which has a great employment potential. 
Employment is being generated for high productivity 
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labour while the plight of unskilled labour is getting 
worse. Investment is getting concentrated in areas 
with high intensity of infrastructural support while 
poverty is getting concentrated in certain other 
regions. By spreading growth to different regions 
through utilizing local resources, it can be’ made 
sustainable... Employment intensive infrastructure 
development such as rejuvenation of common 
property resources and development of micro- 
watersheds are major strategies for employment 
generation. Decentralized area development strategy 
can also be useful. More employment will politically 
empower a large number of people. 


At the macro level, some economic and some 
other factors need attention to make policies in 
favour of the vulnerable sections. It was pointed 
out that low level of growth of non-tradables is 
proving a major constraint. Increase in the cost of 
transport and power is further aggravating the 
inflationary situation. Prices of these services, most 
of which are in public sector, need to be brought 
down by increasing their productivity. There are 
also several legal inadequacies which come in the 
way of success of NEP. The existing Contract Law 
(1864) inhibits the growth: of a market system that 
ensures higher and efficient production. There has 
been considerable deterioration in the delivery and 
administration of law, which is a pure public good. 
In terms of poverty alleviation, cost of adjustments 
is high. However, too much tampering of markets 
and too much targetting, as illustrated by 
interventions in credit and labour market are also 
sub-optimal policies. A decentralized system, which 
would enable development of local resources and 
allow easier access to the poor in different 
markets, needs to be designed. Necessary reforms 
in the land market and a workable taxation system 
will also be feasible in the decentralized system of 
decision making. 


There was a general agreement that state 
intervention is welcome in areas of common social 
concerns, such as health and education and in 
order to achieve a high growth rate the social 
policy has to be integrated with economic and 
fiscal policies. If it is not possible, we should 
update our thinking on employment creation and 
basic needs as proposed in the 1970s, and adopt 
it to the changed circumstances of the 1990s. It is 
necessary to look at the whole range of strategies 
and evolve employment intensive policies. On the 
other hand it was argued that achieving the goals 
of efficiency and equity is possible only with access 
to global market (it is essential, in any case for a 


big country like India). Within the big internal 
market also the competitive edge need to be 
sharpened. Social policies, such as income 
distribution, employment creation, and human 
resource development, should not blunt the 
competitive edge. 


There are two possible approaches to poverty 
alleviation: a very high growth rate and integrated 
economic and social policy with moderate growth 
rate. China achieved a 10 per cent growth in 
1978-88 and made a substantial dent on poverty. 
In India, growth rate is unlikely to be 10 per cent. 
There are certain preconditions which would make 
favourable impact on poverty alleviation in the 
context of a growing economy. One such pre- 
condition is some degree of equality to start with. 
This was the case in China where the household 
enterprise system contributed to the fast growth of 
the economy while in India a large percentage of 
rural population lives in abject poverty. It may be 
desireable to aim at a growth rate of 5 to 6 per 
cent so that there is enough room to do what we 
want to do. An important programme could be that 
of skill formation. New poor have some skills but 
that is not the case, say, with landiess agricultural 
workers. Secondly, a lot more emphasis will have 
to be laid on providing food security, which will 
become a serious issue for the poor since it 
envisages policies of demand restraint. Thirdly, 
more realistic “exit” policies will have to be 
designed. Many countries have secured Structural 
Adjustment Loan (SAL) together with Food Security 
Loan from the World Bank. The possibilities of 
obtaining Food Security Loan together with 
structural adjustment loan need to be explored. 


Safety Nets for the Vulnerable sections 


This section reports on an inconclusive debate on 
relationship between structural adjustments, inflation 
and poverty. Towards the end of the session, the 
rationale of continuing the food subsidy and the 
Strategy to be adopted for it is discussed briefly. 
During the discussion, present fiscal policies came 
under severe attack. It was also underlined that 
vulnerable sections are not at the centre of the 
NEP - they fall into a residual category. 


Realizing the displacement of labour that will be 
caused by stabilization measures, the World Bank 
has suggested “safety nets” for vulnerable sections 
which consist of calamity insurance to short term: 
distress for “new poor”. Fears were expressed as 
to what happens when distress is prolonged, what 
will be the nature of distress and the design to 
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contain it when measures are underway to weave 
long term structural adjustment programme into the 
growth process. 


Are Safety Nets Needed? 


Some economists argued against intervention on 
behalf of the poor during structural adjustment 
because there are no particular features in 
structural adjustment that makes incidence of cost 
more skewed and anti-poor compared to the 
existing .policies. They argued that aggregate 
demand management during structural adjustment 
hurts the poor due to distortionary domestic policies 
which restrict resource movement. If domestic 
distortionary policies are removed, then no separate 
policies are required for the poor. This view was 
contested by several other economists on the 
grounds of empirical evidence which is to the 
contrary. Implications of monetary, fiscal and trade 
adjustment are quite serious for the poor. The 
tragic experience of handloom weavers in Andhra 
was once again cited in this connection. When 
export of cotton was freely allowed, cotton yarn 
prices went up. The weavers found it difficult to 
procure yarn for weaving. As it is they are 
amongst the poorest and some even committed 
suicide during these adjustments. 


How do Policy Changes affect the Poor? 


WIDER studies were quoted (which empirically 
proved) that hike in interest rates stimulated 
savings, but at the same time it screened projects 
with low profitability. A rise in the nominal cost 
contributed by high interest payment will lead to a 
rise in production cost and thus affect aggregate 
demand. Such a policy in the short run tends to 
be inflationary and may also lead to stagflation. 
The WIDER studies argue that adoption of so 
called “reform” policies scarcely make economic 
sense, if as a consequence, poverty and 
unemployment increase. Productive workers become 
bankrupt and the financial system is put to a 
severe strain. Recovery from these problems is 
also difficult as is evident from the experience of 
some Latin American and African countries where 
economic reforms were initiated without due regard 
to prevailing economic and social structures. In 
India, too, during its liberalization phase, as pointed 
out earlier, between September 1991 and April 
1992 - The Consumers Price Index for Agricultural 
Labourers (CPIAL) increased by 23 per cent, the 
subsidy on fertilizers was reduced, the procument 
prices of major cereals increased, and then issue 
prices were raised. The open market prices of 


these commodities rose in sympathy. There was a 
severe increase in the energy prices leading to a 
steep rise in transport cost. The poor were thus 
worst affected. 


The argument from policy advisers was that even 
if structural adjustment and stabilization policies are 
inflationary, they should be acceptable because they 
are designed to solve the problem of inflation which 
in turn is an outcome of inflationary policies of the 
past. And so, the implicit argument is that even ff 
the present policies are inflationary they are 
necessary for the economy. What then is the 
trade-off between different sets of policies? It is 
important to resolve this dilemma because 
resources, and hence choices’ are not 
unconstrained. One could argue, for example, that 
fertiliizer subsidies lead. to higher growth ir 
agricultural production and is therefore a rational 
policy. And that inflation is caused by removing 
fertilizer subsidy. Yet it is by no means rational that 
nominal prices of fertilizers, should remain constant 
while other prices rise significantly. What are the 
choice criteria in such situations? What are the 
trade-offs in the short run and in the long run? 
Similarly, exports are needed to finance imports. 
Devaluation to boost exports may result in higher 
inflation. An alternative to devaluation may be to 
increase export subsidies. Is it a correct 
alternative? 


The question of trade-off between policies was 
much debated but there was a consensus that 
there is a need for protection of the poor against 
state induced hardships. Such dilemmas are 
present in trade policy also. For example, banning 
cotton exports will lead to decline in cotton prices, 
the producers will be adversely affected, while 
weavers will benefit. There is also a regional 
dimension in policy choices. To the extent that 
cotton production is concentrated in some regions 
and handloom weavers are concentrated in another, 


-what is the mechanism to target plan expenditure 


equitably? Should it be done at Planning 
Commission level? Or at the Finance Commission 
level? Similarly a strong case was made out af the 
Consultation to continue food subsidy only if it ts 
targeted properly-but the political and administrative 
system is such that easy options only are followed. 
Citizens of Delhi get transport subsidy of Rs 100 
crore per annum, a particular industrial unit gets 
Rs. 30-40 crores subsidy per annum to sustain 
300 workers. Large subsidy is given to National 
Textile Corporation and only lip service to handloom 
weavers. 
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Food Security and the Poor 


A major concern was that market dependence of 
the poor for food has been increasing. According 
to some estimates the calorie price elasticity for 
the poor is 0.717 and for urban poor it has 
increased from .5 to .7. The expenditure elasticity 
with respect to food consumption is 0.806 for ultra 
poor and 0.608 for the poor. Given a 40-50 per 
cent total expenditure on cereals, a 20 per cent 
increase in prices of cereals will mean fall in real 
income ot the poor by 8 to 10 per cent. It will 
result in drop in cereal quantity of 7-9 per cent for 
ultra poor and 5-6 per cent for moderately poor. 


Some economists emphasized that food security of 
a large number of households is at a risk yet it is 
a lost cause with the new liberalization policy. They 
pointed out that zonal restrictions of foodgrains is 
only for farmers and not for traders. Why should 
farmers not be given higher procurement prices and 
poor not be given a large food subsidy? These 
questions are, of course, relevant but it was 
realized that amounts involved are large. It was 
emphasized that there is a need for investments in 
cost reducing technology and irrigation. Concern 
was expressed that investment in irrigation has 
declined from 3 million hectares per year, to 1.5 
~ million hectare per year in the Seventh Plan. After 
Green Revolution unit cost of production has 
declined and profitability has increased. Further 
increase in prices, alone will not increase 
production. If agriculture is commercialized at the 
cost of foodgrains production, the very basis of self 
reliance will be eroded. Such an eventuality will 
affect the poor the most. 


It was pointed out that according to a study there 
is no direct correlation between foodgrain 
consumption and State Domestic Product. However, 
it was reported that at least in one year (1975) 
the inter-state calorie intake is negatively related to 
per capita income and positively correlated to per 
capita production. The growth rate of per capita 
foodgrains production between 1961-91 is positive 
in three states. Haryana 2 per cent, Punjab 2.68 
per cent, Uttar Pradesh 1.3 per cent, and Andhra, 
Maharashtra and West Bengal zero per cent. The 
trend growth rate of per capita food production for 
the entire country during this period is -1 per cent. 
The ratio of foodgrain procurement and foodgrains 
production was 7 per cent in 1960s. 10-13 per 
cent in 1970s and 1 per cent in 1990. In 1970s, 
procurement was made from surplus farmers of 
surplus as well as deficit states. In Haryana, 
Punjab, Uttar Pradesh and Andhra, procurement 
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ratio is increasing with commercialization of 
agriculture. Rice is moving out of states like 
Andhra which will have implications for poor 
households. For the country as a_ whole 
consumption of bottom 30 per cent is 30 per cent 
below average consumption of population. But 
expenditure (in real terms) on foodgrains in these 
groups has increased over time which suggests 
that poverty may have declined. 


Foodgrain movement can be traced from surplus 
states to urban areas of deficit states. Marketed 
surplus in deficit areas is going mostly to private 
trade. The traders are likely to play the game in 
the scarcity situation as they did in the 1960s. 
There is thus a need for strong PDS presence. 


Public Distribution System 


Food security cannot be guaranteed without 
effective Public Distribution System (PDS). The 
present PDS is biased against rural areas and poor 
consumers. Supply to non-poor accounts for half of 
the supply of PDS. How can PDS be targeted by 
limiting it to poor areas and poor households? As 
the open market prices are increasing those above 
poverty line also ask for “green cards”. Should 
there be a social assurance for the minimum 
supplies or should it be left to the market forces? 
Even if social intervention is favoured what should 
be the nature of such intervention, on quantities, 
on prices? 


Half the supplies from PDS are availed by the 
non-poor mainly in the urban areas, which shows 
the urban bias in the programme. The poor have 
to depend largely on market-only 25 per cent of 
their food requirement is met through PDS. The 
expenditure on PDS is Rs. 5000 - 6500 crore per 
annum. This amounts to 13 per cent of annual 
defence budget (14000 crore) or 50 per cent of 
IRDP outlay. The issue price is two-third of the 
open market price. Such huge subsidy is justified 
only if poor are the main beneficiaries. It was 
underlined that food security for the poor is as 
important as national security. It is equally important 
for maintaining national dignity. However, if a large 
part of this subsidy is due to high administrative 
costs and other leakages, one should think in 
terms of phasing out PDS as it exists now. 


If in the prevailing conditions in India, the objective 
of PDS is to contain prices, it is an impossible 
task considering the scale of market interventions. 
The scope of PDS ought to be limited. Instead of 
covering every section of society, sharply focussed 
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interventions are needed. It may be possible to 
control type of grains to be distributed through the 
PDS (e.g. distribution of millets and other coarse 
cereals). This could lead to self selection. It is 
difficult to exclude people from PDS but quantity of 
grains released to different outlets can be 
controlled. However, there are practical difficulties in 
releasing coarse cereals through PDS which need 
to be attended to. There is not much marketable 
surplus in these grains and the markets are not 
well developed. Movement is difficult as 
commodities are perishable. Action is needed in 
these areas. 


Procurement efforts should be decentralized at the 
district level. The task can be entrusted to an 
autonomous agency. In the last two years, inflation 
has aggravated an already unequal income 
distribution. Efforts should now be made to 
increase productivity and employment of the poor 
and the minimum and stable supply of food should 
be ensured. And this ought to be the central task 
of PDS. 


Lessons from the experiences of other countries 
will be useful. In India too stable food prices are 
as necessary as in Africa. China gave a high 
priority to food security making it part of the 
reforms. Rural landless in India have the same 
plight as the urban poor of Latin America who are 
ripping the social fabric in that part of the world. 
The micro dimensions of PDS cannot be left to 
the market or to a centralized agency. Local level 
institutions, not necessarily those established by the 
government, with sufficient powers can help in 
bringing down the costs and improve the delivery 
to the poor. 


‘The conventional poverty alleviation programmes are 
well known for leakages at administrative level and 
banking system is also not an exception. Strategies 
for poverty alleviation are well known: appropriate 
and selective development of infrastructure, such as 
tank and well irrigations in the dry regions; direct 
interventions in terms of employment and income 
generation programmes in areas with stagnant 
agriculture. Employment programmes help to 
strengthen labour market and push up real wages. 
They act as a supportive mechanism. The income 
generation programmes help small entrepreneurs, 
handicraft workers, etc. These workers (e.g. basket 
makers or handloom weavers) are constrained in 
both the input markets and the output markets. It 
was pointed out that there is no provision in 
structural adjustment programmes to remove these 


constraints. Implementation of poverty programme 
needs local initiative, supported by decentralized 
administration. Institutions supporting the poor need 
to be strengthened else petty producers will be 
eliminated. It is better to give them subsidy rather 
than unemployment dole. However, these subsidies 
should not be at the cost of investment in 
agriculture. In the sixth and the Seventh Plans, 
expenditure on poverty alleviation programmes has 
crowded out public expenditure on agriculture. The 
consequences, in terms of deceleration of 
agricultural growth are now becoming apparent. In 
states where there has been considerable 
investment, there is a favourabie impact on poverty 
alleviation. At the central level total allocation on 
rural development has gone up. The important 
question is that if it is at the cost of agriculture 
then what happens to long term growth. But is it 
at the cost of agriculture? Because if one finds 
reduction in investment in agriculture and also 
some increase in poverty aileviation programme, it 
does not necessarily mean that one is due to the 
other. Relative neglect of agriculture may be due to 
other reasons. 


What are the Options in Favour of the Poor? 


There is reason to argue that it was necessary, at 
least to have some idea of alternatives before 
embarking on policies likely to affect the poor. At 
the Consultation it was viewed that the government 
was aware of the possibility of adverse impact on 
the poor, at least in the short run. What was the 
government thinking about it? Is there something 
seriously wrong with policy advise that proper 
safeguards were not instituted in advance. Is the 
present strategy and design of poverty alleviation 
programmes sufficient for the poor? 


Contractionary effects of demand restrain on 
poverty groups has been found to be much 
sharper than anticipated. Some economists argued 
that “in the absence of structural adjustment, 
conditions of the poor would be much worse” 
should not be used as an argument to evade the 
issue of adverse impact of structural adjustment on 
the poor. There is a need for making .a choice 
among alternative adjustment strategies for 
minimizing present and future cost to the poor 
This becomes more pressing when long term 
development issues are considered. Structural 
adjustments have been introduced at a time when 
several adverse developments from the point of 
view of the poor are taking place. These include 
changing system of employment of labour, marked 
dependence of labour from permanent to casual 
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labour and break down of patron-client relationship; 
erosion of self-provisioning due, among other things, 
to decline in access to common property resources, 
erosion of traditional systems of food security, 
erosion of social or familial support for the wid:wed 
and the disabled. Structural adjustments should not 
further aggravate these difficulties which have 
already been manifested in concentration of the 
poor among agricultural labour and in the food 
deficit regions. Around 66 per cent of the poor 
households were in the eastern and central regions. 
The proportion has now increased to 75 per cent. 
Similarly, proportion of agricultural labour among the 
poor is increasing. The state should not hesitate in 
undertaking relevant labour market interventions. 


What are the Options? 


Some social scientists expressed the fear that the 
social time bomb is ticking. Liberalization may 
aggravate income inequality, unemployment and 
poverty. Safety nets to protect the poor are 
essential. They can replace integrated set of 
policies, integrated with the NEP rather than taken 
as an appendage. India should beware of building 
up a subsidy syndrome like Sri Lanka which 
emphasized basic needs but neglected growth. 
Resource allocation for priority sector implies that 
plethora of subsidies should be done away with. At 
the same time the state should ensure that the 
markets work in a fashion that the poor have a 
fair access to credit and labour markets. Absolute 
top priority should be given to contain inflation. 
Stabilization is difficult if inflation gets very high 
because it hurts the common man. Inflation erodes 
income of the poor, such as, agricultural labour. It 
could raise terms of trade for agriculture, but it is 
doubtful if it can increase employment and 
compensate for erosion in real income of the rural 
poor. Inspite of price escalation of last few years 
there is no evidence to show that employment has 


increased more than the growth in labour force. 
Kf 
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Compensatory measures though necessary are of 


ad hoc nature. The group emphasized that poverty 


removal should be made a pre-condition for 
structural adjustment; for this reason there is a 
need to integrate poverty alleviation policies into the 
mainstream macro economic policies and 
technological and fiscal management. Decentralized 
adminstration is a necessary concomitant of such 
economic reforms. 


Social Services and Investment in Human 
Capital 


The discussion began with misgivings that a 
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casualty of NEP could be the expenditure on sucial 
services. How could social services, particularly 
access to basic education and health be made 
more cost effective and more target oriented? The 
participants discussed impediments in 
universalization of education, primary health care 
and the likely impact of NEP on primary education 
and basic health facilities. 


The discussion was unanimous on the score that 
universalization of primary education has been an 
elusive goal. Reasons are many; setting the priority 
for primary education vis-a-vis higher education; 
allocation of resources; administrative problems; 
persistence of child labour; unemployment of the 
educated. 


Allocation of Resources 


Allocation of resources on health and education 
between 1991-92 and 1992-93 fell in real terms by 
15 per cent. It was argued that the government is 
not even fulfilling its constitutional commitments. 
India spends 2.1 per cent or government 
expenditure on health while other developing 
countries spend 4 per cent and developed countries 
12 per cent. Similarly, only 2.7 per cent of 
government expenditure is on education compared 
to 12.3 per cent in another developing country, 
Mexico. 


Expectations from higher education, which is seen 
as a public good are unrealistic. The state has 
taken almost full responsibility of the high cost 
institutions which are proving to be unsustainable. 
University system exhibits poor quality though it 
supports a high salary structure. The dead weight 
of the University system is a heavy drain on 
resources. The fees in higher institutions need to 
be raised. The delinking of degrees from jobs 
which is an old demand should be considered 
seriously. That the students. are prepared for job 
oriented learning is evident from the popularity of 
coaching for UPSC appointments. | 


In the context of the new economic policy which 
encourages privatization, competition, and integration 
with the world economy, fear was expressed that 
investment in social services could place more 
emphasis on higher education and technical 
sophistication and not necessarily on primary 
education. It will encourage free flow of knowledge 
and ideas as envisaged in the Duncan proposals. 
The issues to be faced are: in the long run what 
is likely to prove more important, universal 
education or centres of excellence? What kind of 
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an education system is desirable-western mode with 
emphasis on English or some improvised system? 
(It should be remembered that the knowledge of 
English is concentrated among 4 per cent of 
India’s population). A well educated labour force is 
required to absoib technology. Will it be possible 
without universalization of education? 


Fears were expressed that with new economic 


policy there will be cuts in expenditure on 
education. As the economy has ‘chosen a path of 
growth resulting in demand-pull for technical 
personnel, it may guide resource allocation for 
education sector. Resource constraint may pull back 
resources from elementary education and release 
resources for “centres of excellence” to enable 
competition at the global level. Economic reforms 
have resulted in. expenditure cuts which affect the 
efficiency of educational institutions. Emphasis is 
laid on strengthening’ capital expenditure rather than 
recurring one. The transfer from revenue 
expenditure to capital expenditure could be a 
convenient strategy but not a solution. Budgetary 
constraints have led to neglect of primary 
education. Existing low quality of primary education 
coupled with lack of resources gives a poor 
support to/ those who wish to come out of the 
poverty trap. Nominally poor have benefitted from 
social expenditure on PDS, public health and public 
education, but it was felt that the upper classes 
have taken the system for a ride. In this 
environment are the planners ready to reverse the 
process? Will the neighbourhood school concept be 
acceptable or will it be shot down on the ground 
of “efficiency” and “quality”? Will it be preferred to 
a private school system which poor find it difficult 
to take advantage of? How will public sector in 
education becomes more efficient? How to deal 
with private sector racketeers responsible for 
deterioration in education? There were no answers 
to these questions. 


The ‘example of at least two states namely West 
Bengal and Karnataka were cited to show that with 
the cooperation of the popularly elected local 
bodies, it is possible to improve the system. The 
school system is thus made accountable to the 
local community and the teachers are also 
answerable to it. 


Education and health are as important as food. It 
was strongly stated that a state which cannot 
provide education and health to its entire citizenry 
has no right to exist. It was felt that the strong 
complementarity between education and health is 
not being utilized to its maximum advantage. The 


linkages between these sectors need to be built at 
the grassroots level. Only in Goa and Kerala a 
combination of health and education policies has 
made it possible to achieve a high quality of life 
index. Kerala spends Rs. 210 per capita on health, 
though in terms of per capita income it stands well 
below. By the success of the Integrated Child 
Development Scheme (ICDS), the. percentage of 
malnutrition has been brought to the minimum. 
Supplementary nutrition programme has been a 
success. Nearly 75 per cent children in rural areas 
avail free lunch. Child Labour jis restricted to 8 per 
cent. Due to decline in birth rate and consequent * 
decline in the number of children in the school 
going age, 9000 teachers have become surplus in 
Kerala. This can be seen as an impact of 
demographic transition. After a period of sustained 
investment in education in that state, the role of 
institutions has been redefined. The social climate 
has changed and there is sufficient demand both 
for education and health, from below. Voluntary 
organizations are also helpful in generating social 
pressures for expanding facilities for primary health 
and education. 


In human resources development, India is worse 
than many developing countries. Under-funding, in 
terms of plan outlay, and under spending of the 
allocated amount on education and health has 
hampered progress on these fronts. Under NEP, 
improvement of real expenditure in these sectors 
should be protected. It was pointed out that the 
quality of labour at the bottom level has contributed 
to the South Korean miracle. 


The discussants also held the view that the quality 
of higher education also needs to be improved to 
create a competent group of skilled personnel. This 
could be a major factor in attracting foreign 
investment. The best way to finance higher 
education is to ask people to pay at least as 
much as they pay to the private schools. This is 
an administratively feasible measure to finance part 
of the expenditure on higher education. ; 


The total allocation to Human- Resource 
Development (HRD) finances need to be 
redistributed between sectors and within sectors. 
But there is little indication of such change in the 
funding. Simultaneous investment in women and 
childrens health and skill formation can pay high 
economic returns. The per capita expenditure of the 
poor on health is increasing as their reliance on 
public health system is declining. Even public 
hospitals are catering more to the non-poor, Health 
insurance is hardly .in existence. These gaps are to 
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be filled. Resources must be raised from the rich 
and spent on the poor. 


The present fear is that NEP may reduce resource 
allocation in these sectors in the short run and 
thus create more hardships for the poor-such a 
development will adversely affect the quality of the 
labour force. Emphasis on privatization in these 
sectors will not much help the chronically poor who 
will find it even more difficult to avail these 
services. Such privatization can have a meaning 
only if those with means are debarred from availing 
public services and are asked to resort to private 
sector facilities, or at least to pay the full cost of 
services, if they receive these from public sector. 
In a market oriented system the role of the 
government and non-government sectors to provide 
social services of education and health with equity 
and efficiency need to be explored dispassionately. 


The Symposium 
What has Been Achieved tin the First Two 
Years 


' At the end of the two days discussions in the 
National Consultation there was a Symposium in 
which some leading economists participated along 
with some grassroots organizations from Rajasthan. 
We briefly summarize some of the major points 
made by the participants. Since the early 1980s 
India started borrowing recklessly from external 
sources, increasing its foreign debt from $ 7 billion 
in 1980 to $ 17 billion in 1986: irresponsible 
populism led to a bad fiscal situation. Other factors 
responsible for deterioration were conflict in the 
Gulf area and the collapse of Soviet Union (an 
important trade partner); the period also witnessed 
faster decay in political institutions, rise in political 
instability and decline in national credibility with 
successive Prime Ministers having little international 
clout. India’s credit rating went down. Inefficiency 
was justified in the name of democracy with all 
political parties participating in the loot of the 
country under the pretext of providing help to the 
“poor” and to the “agriculturoist” etc. 


Since 1980s renowned economists were calling - 


attention to the macro economic imbalances. 
According to them dreams of integrating the 
economy with the world economic system with 
barely 10 to 12 per cent growth in exports and a 
decline in the earning from “invisibles” and a 
mounting balance of payment gap was unrealistic. 


The World Bank and IMF took the opportunity to 
make India fall in line with the reforms they were 


propagating world over. But as one participant 
asked pointedly, “when did you give opportunity to 
find consequences and alternatives?” (liberalization, 
privatization and globalization of trade were offered 
as panacea). 


How have we fared In this initial phase? 


Foreign exchange reserves increased from Rs. 
1,500 crores to 15,000 crores. This increase is not 
due to any remarkable increase in exports. 
Remittances from NRIs and transfers from the 
multilateral agencies probably accounted for the bulk 
of the increase. The hope is now pinned on the 
investment of foreign capital in a big way. !ndustrial — 
growth rate declined by 2 per cent. Agricultural 
growth is below its trend value. Black money has 
been legitimized through development bonds and 
gold import. Income growth has declined and 
unemployment has increased. There has been, 
though, some positive impact on fiscal deficits and 
on the rate of inflation which came down from 16 
to 9 per cent in one year. 


Some of the policies pursued are unrealistic. For 
example, for 10 years there has been no increase 
in fertilizer price. In the 11th year prices were 
suddenly increased by 45 per cent, leading to a 
flood of protest which forced the policy makers to 
water down the proposals and suffer a loss of 
face. Similarly some of the policies were very 
indiscriminatory. All tariffs were reduced by 10 per 
cent which is not justifiable if one examines the 
social and economic impact of tariff cuts on 
different commodity groups. 


A strategy which recognizes the importance of 


~ agricultural growth and enables an agriculture led 


industrialization, has a better chance to succeed. 
The critics of the NEP argue that it is basically a 
package of industrial and trade policies. Agriculture 
is not included in a central way in the policy 
making process. No policy thrust. on agriculture in 
the Eighth Plan makes it evident. Faster and more 


_ @equitabie economic growth is possible if all sectors 


and sections of population have a role to play. 
Even then we have to be careful about the choice 
of technology. The economy cannot absorb too 
much and too quick labour displacement. 


We need a balanced approach. We also need a 
long term: growth strategy. Export cannot become 
the leading sector. We do need to increase experts 
for which imaginative type of collaboration and 
trading strategies are required. We do need capital 
from abroad but the need is for more equity 
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capital and on equitable terms. Greater reliance 
has to be placed on the mobilization of domestic 
resources. And in this context we have to look 
into our performance in raising revenue through 
direct taxes. On the expenditure side we cannot 
afford to have cuts in employment programmes, 
anti-poverty programmes and on programmes 
geared to the improvement of capability of human 
resources (in education and health). Today these 
sectors suffer because of the political economy for 
the budget making. The ruling coalition,the 
industrialists who dodge competition but want all 
goodies of liberalization, the large farmers who 
have got addicted to subsidized inputs, the middle 
class with indexed salaries and perks, the 
organized white aid blue collar labour who can put 
the economy to ransom ail these are still in place. 
They will not allow cuts in any allotment which 
benefits therm. Consequently, it is only certain type 
of capital expenditure which gets cut. Furthermore, 
nobody denies the need of a regulatory regime for 


private sector for an efficient economy, but not with 
the type of bureaucratic system we have in our 
country which leads to both corruption and 
inefficiency. 


The state-civil society relationship needs to be 
redefined so that the civil society impinges on the 
state. The critics felt that there is no use blaming 
the World Bank or the IMF. They are like any 
other money lender. We made a mess of the 
situation, and went to blame the money lender. 
And then we complain of the onerous 
concitionalities. We could have declared a financial 
emergency and brought in a modicum of financial 
discipline. But politically it would have’ been 
unacceptable because the credibility of the ruling 
coalition among the masses is low. Nobody has a 
recipe for India’s growth. But many thinking people 


agree that the path is through decentralization and 


giving the man and woman at the bottom a stake 
in the system. 
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Social Security and 
Third World Poverty : 
The Challenge to 
Policymakers 


- James Midgley 
Louisiana State University 


Although social security emerged in the industrial 
countries as a mechanism for alleviating and 
preventing poverty, it has had a negligible impact 
on the problem of poverty in the developing 
countries. Because of the high incidence of 
poverty in the Third World and the need for 
effective interventions, conventional social security 
policies should be critically re-examined. Reviewing 
previous attempts to formulate social security 
policies that focus on the poor, this paper 
challenges policymakers to identify innovative social 
security programs that address the poverty problem 
directly. 


Introduction 


_ Although social security has very different social, 
economic and political functions, it has traditionally 
been associated with all alleviation and prevention 
of poverty. Prototypical social security provisions, 
such as almsgiving and tithing, require the faithful 
to help the needy. In Renaissance England, the 
Tudor and Elizabethan Poor Laws were clearly 
aimed at regulating labour and controlling vagrancy, 
but they sanctioned the use of public revenue for 
poverty alleviation. Often, the link between social 
security and poverty has been explicit: The 
Beveridge Report gave prominence to the ideal of 
poverty eradication in its social security proposals 
while, in the United States, the Social Security Act 


of 1935 embodied the New Dealers’ belief that. 


social security would play a vital role in preventing 
poverty in the future. 


The creation of social security programmes in many 
developing countries in the decades following World 
War II often were accompanied by an explicit 
commitment to ameliorate poverty. Although 
policymakers assumed that social security would 
serve this function, it has had a limited impact. 
Despite the urgent need for policies that directly 
address the problem of Third World poverty, social 
Security programmes have proliferated in the 
developing countries with little impact on the 
poverty problem. 
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The ubiquity and severity of poverty are primary 
distinguishing features of the developing countries. 
Africa, Asia, Central and South America have 
unacceptably high rates of poverty coupled with a 
high degree of inequality and poor social conditions. 
Because of social security's traditional concern with 
poverty, there is an urgent need for policymakers 
to ensure that these programmes ameliorate 
indigence. 


The Poverty Problem In the Third World 


Social scientists have studied the poverty problem 
in developing countries in different ways. Household 
surveys have been. widely used and a voluminous 
amount of useful information on family incomes, 
consumption patterns and expenditure is now 
available. Information about health, education, 
housing and other social conditions has been. 
collected. Using this data, the nature and incidence 
of poverty in the developing world has ben 
extensively charted. 


The research shows that poverty poses a major 
challenge to policymakers. In its most recent 
estimate, the World Bank (1990) says that more 
than 1.1 billion people, or about a third of the 
world’s citizens are in poverty; of these, about 633 
million are categorized as “extremely poor’. 


The world’s poor are concentrated in Asia, where 
72 percent of them live; of these, 47 percent live 
in South Asia and 25 percent live in East Asia. 
Of the remaining 28 percent, 16 percent live in 
sub-Saharan Africa, 6 percent in South and Central 
America, 5 percent in North Africa and the Middle 
East, and the remaining 1 percent in North 
America and Europe. 


The incidence of poverty within the different regions 
must be examined since the locatics: of the poverty 
is a function of demographic distribution. This 
shows a rather different situation: Although sub- 
Saharan Africa contains only 16 percent of the 
world's poor, 47 percent of the region’s population 
lives below the poverty line. In East Asia, on the 
other hand, the percentage falling below the 
poverty line is 20 percent; in South Asia, it is 51 
percent. While Central and South America contains 
a small proportion of the world poor, the incidence 
of poverty in the region is estimated to be 19 
percent while in North Africa and the Middle East 
the figure is 31 percent. 


Data about the incidence of poverty correlate 
closely with other social and economic indicators. 
Generally, the poor are concentrated in countries 
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with low GNP and per capita GNP levels, but 
poverty is also to be found in developing countries 
with comparatively high levels of GNP and good 
rates of economic growth. Indeed, the circumstance 
of persistent poverty in some societies suggest that 
poverty and inequality are closely related (Ahluwalia, 
1976; Fields, 1980; Midgley, 1988). This problem ‘is 
particularly evident in Latin America where 
prosperity and poverty coexist in conspicuous 
contrast. Poverty and inequality are also closely 
related to the poor rural conditions prevailing in 
many developing countries (Lipton, 1977). Countries 
with large rural populations engaged in subsistence 


agriculture usually have a high level of poverty” 


often characterized by a high degree of land 
concentration. This is especially true of South Asia 
where landless laborers and share-croppers 
comprise the poorest groups. 


Poverty also correlates with low levels of health, 
education and nutrition, with inadequate shelter and 
other unsatisfactory social conditions (Hardiman and 
Midgley, 1989). Lite expectancy in some developing 
countries is still below 50 years of age despite 
improvements in health care. Infant mortality 
remains unacceptably high and in some countries, 
such as Mozambique, Afghanistan and Ethiopia, 
from 15 percent to 18 percent of babies die before 
reaching one year of age (World Bank, 1980; 
United Nations, 1990) and shelter conditions are 
inadequate; in many urban areas, a third of the 
population lives in shanties and other rudimentary 
homes without basic amenities (Drakakis-Smith, 
1981). Only a small percentage of the population 
of many developing countries has access to safe 
drinking water; in Uganda, Kampuchea and Mali 
this portion is less than 20 percent (World Bank, 
1976; United Nations, 1990). 


it is true that there have been major improvements 
in the levels of living in the Third World over the 
last half century. There have been notable gains 
compared with colonial times. Many impoverished 
societies have experienced and sustained real 
economic growth: and their quality of life has 
improved substantially. However, social conditions 
have stagnated or worsened in others where initial 
gains were recorded. In many of these countries, 
recession, increased indebtedness ‘and the 
imposition of structural adjustment policies have 
contributed to the declining quality of life (Cornia, 
Jolly and Stewart, 1987; World Bank, 1990). 


The reversal of social progress in developing 


countries had attracted considerable attention. After 
a decade of advocating free market economic 
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strategies, economic development experts appear to 
recognize that the poverty problems will not simply 
disappear as a result of economic growth. Many 
now accept the proposition, forcefully presented’ in 
the 1970s (World Bank, 1977: Chenery, Ahluwalia, 
Bell, Duloy and Jolly, 1974; Streeten, Burki, Ul 
Haq, Hicks and Stewart, 1981) that specific social 
policies dealing directly with poverty are needed. In 
their retrospection, policymakers should ensure that 
social security programs contribute to ‘the alleviation 
of poverty. 


Social Security and Third World Poverty 


Social security may serve as an instrument of 
poverty alleviation and prevention in different ways. 
indeed, different forms of social security have 
specific ameliorating, preventive and developmental . 
functions. The ameliorating function is particularly 
evident in social assistance which seeks, subject to 
a test of means, to assist those experiencing acute 
financial need. it is also enshrined in social 
allowances (or demogrant or universal programs) 
that seek to raise income levels by making direct 
transfer payments to particular categories of . 
recipients, such as families with children or the 
elderly. The preventive functions of social security 
is exemplified in social insurance and employer 
liability programs which maintain income when 
regular sources of earning are interrupted or 
terminated because of various contingencies. The 
developmental function is expressed through the 
use of social security resources for both economic 
and human capital mobilization. Governments can 
use accumulated social security reserve funds for 
development purposes and by providing health, 
educational and other social programs, can enhance 
the productivity of people with low incomes. 


Despite the potential of social security programs to 
respond meaningfully to the problem of poverty in 
the Third World, few governments have formulated 
social security policies that focus on poverty or 
attempt to harmonize social security's goals with 
broader development objectives. Absence of this 
kind of policymaking has ‘rendered social security 
programs ineffective and even anachronistic in the 
economic development context, impending their 
ability to respond to the poverty problem. 


There is ample evidence to show that social 
security programs in developing countries do not 
reach the vast majority of the population who live 
in conditions of poverty and deprivation. Social 
insurance and employer liability programs cater to 
the urban industrial and white collar labor force, 
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ignoring the bulk of the population in the peasant 
agricultural and urban informal sectors who often 
subsist at the margin of survival. 


In Africa, as Mouton (1975) revealed, a fraction of 
the population is covered by social insurance. 
Thompson (1979) has provided ‘similar data for 
Asia. In Pakistan less than 500,000 out of the 
country’s 71 million people were covered; in India, 
which has one of the largest social insurance 
programs in the developing world, only 5 million 
out of more than 700 million people were 
protected. Dixon's (1981) pioneering study of social 
welfare in China revealed that only a small 
proportion of the population belonged to the state’s 
labour insurance program. Similar trends 
characterize employer liability and provident fund 
provisions in the Third World (Mouton and Voirin, 
1979; Dixon, 1982; Midgley, 1984a). Although social 
assistance is designed to alleviate poverty, it has 
limited coverage and usually focuses on problems 
of urban destitution and ignores the rural majority 
(Midgley, 1984c; Isuani, 1985). In Thailand, with a 
population of 50 million people, only about 2,000 
received social assistance in 1979 (Midgley, 1984a). 


Apart from the problem of coverage, social security 
programs in developing countries are sometimes 
poorly administered and ineffective; this further 
impedes their ability to ameliorate poverty. 
Administrative problems have beset social insurance 
programs in Latin American countries where the 
proliferation of programs for different categories of 
works has created duplication, inefficiency and 
waste (Wolfe, 1986; Mesa-Lago, 1978). Although 
these programs claim to provide comprehensive 
services, they often are not delivered effectively 
_and it is lower income workers and their families 
who are most disadvantaged. 


Social security has also had a limited impact on 
the poverty problem in developing countries 
because of its inappropriateness. Social insurance 
_programs were widely replicated in the developing 
countries during the 1950s and 1960s not because 
they were believed to be a useful method of 
combating poverty but because they were 
compatible with the goals of modernization. 
Encouraged by international organizations, which 
provided technical and other forms of assistance, 
social insurance was established in the Third World 
as a sophisticated, modern approach, well-suited to 
the needs of countries about to experience rapid 
industrialization and economic prosperity. These 
programs were often based on ones implemented 
in the industrialized nations. For Example, social 
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insurance legislation in metropolitan France was 
widely adopted in Francophone Africa in the 1950s 
(Mouton, 1975) 


Inappropriateness has also limited the capacity of 
potentially useful social security programs to 
respond effectively to the poverty problem. A good 
example of this is social assistance, which cah be 
used to serve the needs of Third World countries 
but instead perpetuates an outmoded colonial 
welfare approach by focusing primarily on urban 
vagrants and beggars (Midgley, 1984c). The limited 
use of the insurance principle to cover wage- 
earners in the formal employment sector also limits 
the potential of this approach to address the 
poverty problem. 


These problems are exacerbated by the regressive . 
tendencies of social security financing. It might not 
matter that social security does not contribute to 
the alleviation of poverty if it could be 
demonstrated that it brings benefits to some without 
detracting from the welfare of others. However, it 
appears that social security creates negative welfare 
flows In developing countries. As several authorities 
(Arroba, 1966; Paukert, 1968; Midgley, 1984a) have 
argued, the tripartite system of funding which 
characterizes social insurance and the generally 
regressive tax structure of many developing 
countries, results in the transfer of resources from 
the poorest income groups who are excluded from 
coverage to those in the moderate wage sector 
who are covered. A similar problem exists in 
employer liability programs, which shift the burden 
of their cost onto consumers. Social assistance 
programs are also supported by a generally 
regressive tax system. 


Towards Poverty Focused Social Security 
Policies 


Social security can be designed to function in 
conjunction with social and economic development 


‘policies and can be responsive to the poverty 


problem. Obviously, social security cannot be an 
effective primary instrument for the alleviation of 
poverty in underdeveloped, agrarian societies 
characterized by low levels of living and mass 
deprivation. In the western countries, social security 
evolved concurrently with economic, industrial and 
structural changes, being dependent on the 
emergence of wage employment as a primary form 
of labour utilization and on the ability of the State 
to generate sufficient revenue to fund these 
programs. Nevertheless, there is a place for social 
security in the developing countries. It is possible 
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to design social security programs that are 
compatible with domestic realities, and it is possible 
to combine social security policy with development 
objectives in ways that address the pressing 
problems of poverty and deprivation. . 


This requires innovative policymaking. It also 
requires a careful review of existing programs and 
their impact on the needs of developing countries. 
The perpetuation and expansion of existing 
programs simply because they are there may be a 
well-established administrative practice, but it makes 
little sense in societies experiencing a high degree 
of absolute poverty and other serious social 
problems. Comprehensive policy reviews must 
establish the goals of national social security 
policies, define the most pressing needs they 
should address and evaluate their current 
effectiveness. Based on these reviews’ findings, 
existing social security policies can be modified to 
address pressing social problems more directly, and 


new and imaginative policies can be formulated that — 


target urgent social needs. 


Some governments have attempted to reform 
existing social security programs in order to make 
them better fit their needs. Some countries have 
extended coverage of social insurance programs to 
previously excluded groups in the rural and urban 
informal sector. In Mexico, self-employed agricultural 
and service workers are permitted to join the 
country’s major social insurance program (Mesa- 
Lago, 1978). In Malaysia, legislation was enacted 
in 1977 to permit the self-employed to participate 
in that country’s provident fund (Amin, 1980). 
However, only a small percentage are covered by 
these programs because the poor usually cannot 
afford to pay regular contributions. In addition, as 
Mallet (1980) observed, administrative problems 
often impede the effectiveness of these programs. 


Another approach to extending coverage to the 
excluded majority is to use a portion of social 
security revenues to establish services such as 
health clinics, schools and other facilities that cater 
to the community as a whole and are not 
restricted to the members of these programs. In 
Tunisia, social security revenues are used to 
subsidize voluntary social agencies (Kaak, 1974). It 
is also possible to use social security reserve funds 
to provide low-interest credit to help poor people 
build homes or establish small businesses. Using 
social security reserves for investment purposes 
embodies the developmental function described 
earlier. The “socially responsible” investment of 
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these often sizable reserves can be used to 
address the poverty problem (Arroba, 1966; Fisher, 
1968; Cockburn, 1980). a 


Steps to improve the administrative effectiveness 


and appropriateness of existing programs also need 


to be taken. The problem is particularly acute with 
social assistance which perpetuates outmoded 
colonial welfare approaches and is often badly 
funded and poorly administered. Midgley (1984) has 
argued that social assistance princinles can be 
responsive to the social problems facing developing 
countries if they are specifically redesigned to suit 
the unique needs and circumstances of those 
countries, are properly funded and more effectively 
managed. Aside from. providing short-term 
emergency relief to families in acute financial need, . 
these programs can be ‘used judiciously to 
subsidize the incomes of poor or very poor families 
and, as in some Asian countries, to foster small, 
productive enterprises for low-income groups. A 
good example of the latter application is the Self- 
Employment Assistance Program in the Philippines, 
which provides credit to needy families seeking to — 
establish small businesses in the informal sector 
(Reidy, 1980). 


Social assistance has not been widely used to 
subsidize the incomes of poor families, but it has 
the capability to do so. One example is Mauritius, 
which has one of the few child benefit programs in 
the developing world. Operated in terms of social 
assistance principles, it pays small allowances to 
low-income families with at least three children. By 
subsidizing the incomes of these families, the 
program helps to maintain them above subsistence 
levels (Midgley, 1984b). Retirement and disability 
benefits, established in terms of social assistance, 
can also be used in this way if the outmoded idea 
of the relatives’ responsibility is abandoned. India’s 
old-age pension programs, which pay small 
retirement benefits to poor elderly people but 


exclude those who have close relatives, are an 


example of this problem (Hasan, 1965; Soodan, 
1975). These programs also perpetuate the colonial 
principle that beneficiaries must be of good moral 
character and must not engage in begging. The 
abolition of these conditions would allow these 
programs to transfer small income subsidies not 
only to the poor elderly, but also to their families, 
to supplement their meager incomes. The use of 


‘social assistance as a subsidizing mechanism has 


relevance for policymakers who are seeking to 
identify ways of targeting social services to low- 
income groups. A recent United Nations (1990) 
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study has. shown that social subsidies, particularly 
in the form of food subsidies and vouchers, can 
have a significant impact on poverty. 


It is also possible to identify forms of social 
security that diverge significantly from conventional 
approaches. Indigenous forms of social security; 
established in the local culture, can be linked to 
modern provisions to extend coverage to the poor 
(Gilbert, 1976; Midgley, 1984a). The creation of 
social insurance programs among cooperative 
organizations, which exist in most developing 
countries, also has potential (Mallet, 1980). 
Appropriate forms of social insurance, which target 
the agrarian population and address their particular 
circumstances, need to be developed. Although crop 
insurance programs have limitations in the Third 
World context, they can be modified (Savy, 1972; 
United Nations, 1981). 


Conclusion 


instead of adopting models of social security 
programs from developed countries, Third World 
countries should seek other possibilities. There is 
considerable potential for policymakers to identify 
new forms of social security that can make an 
impact on the poverty problem. Policymakers need 
to review existing programs, examine options and 
share ideas. Policymakers should learn from the 
experiences of other countries and seek innovative 
approaches that fit their own societies. New ideas 
need to be explored, tested and implemented if 
social security is to respond effectively to the 
problem of poverty which characterizes the 
developing societies. © 
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Sugar-Coating for Tougher 
Conditionalities to Come 


Three Years of Economic Reform in Indla 
- A critical Assessment 
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THE Ministry of Finance has published what it calls 
a ‘discussion paper’ titled ‘Economic Reforms : Two 
Years After and the Task Ahead’ ostensibly to start 
a debate om the structural adjustment programme 
and to seek a consensus on economic policies as 
the government prepares to go to the International 
Monetary Fund (IMF) for an extended fund facility 
(EFF) loan. 


Before examining the substantive issues raised by 
the discussion paper, one is tempted to enquire of 
the finance ministry whether any alternative policy 
path is at all available once the government 
chooses the IMF’s EFF and the World Bank’s 
structural adjustment route? If, for instance, the 
consensus of the domestic debate were that the 
fiscal adjustment has been too severe, that the 
recessionary conditions in Indian industry were 
attributable to the sledge-hammer kind of fiscal and 
monetary compression, that their adverse effects of 
such compression were to be seen more in drastic 
reduction in the growth of industrial output and 
employment rather than in inflation control, that the 
private sector in India (including foreign direct 
investment) would not be in a position to fill the 
gap created by reduced public expenditure and 
public investment programmes in real terms for 
many years to come, that the structure and size of 
the investment were significantly different from the 
nature and size of public investment that the 
private sector would contemplate undertaking for 
some years to come and hence the restructuring 
route would imply a colossal waste of past 
investments not only in bigger units (like the BHEL) 
but also in downstream ancillaries and small scale 
units .... Assuming that this was the consensus 
judgment, would we have the option of retaining 
over the next three years the gross fiscal deficit at 
the level of 5.7 per cent to which it fell in 1992- 
93 or even at 4.7 per cent to which it is proposed 
to be reduced in 1993-94, and of. not reducing it 
to 3 per cent by 1996-97, i e, the three-year 
period of the proposed EFF. It can be 
systematically argued on both theoretical and 
empirical grounds that a 5 per cent gross fiscal 
deficit of the central government is undoubtedly 


sustainable even in the long run, that it would be 
non-inflationary. Would this choice be available to 
us once government seeks the EFF? 


Or if the consensus were that in order to avoid a 
possible external debt crisis after the EFF is over, 
due to drastic and premature import liberalisation 
and growing debt service commitments, we need fo 
go slow on import liberalisation, would the option 
be available to us to reintroduce some of the 
import restrictions and to decide not to eliminate 
import controls cn consumer goods in the next four 
years? Or if the consensus were that in the 
financial sector, the mere exisience of a large 
number of players in the market (like many and 
different types of commercial banks) does not 
ensure competition or fair play and that, therefore, 
some degree of socia! regulation including cross 
subsidisation is necessary; would it be possible 
then for the RBI to reintroduce one or two more 
slabs of interest rates for bank deposits as well as 
bank lendings? Still worse, like the Narasimham 
committee for the financial sector, we now have an 
R N Malhotra committee for the insurance. 
Considering that the insurance business is a gold 
mine and that there is still a vast area of social 
insurance remaining uncovered in India, would the 
government have the option of rejecting the — 
Malhotra committee’s recommendations if these 
were to include foreign sector participation in the 
insurance sector in India? 


The fact is that having chosen the IMF/World Bank 
programmes with very high tranches of structural 
adjustment borrowings, the country has been 
pushed into a situation where it has little choice 
but to accept the severe conditionalities and 
performance criteria imposed by the multilateral 
agencies. What is more, the IMF/ World Bank 
package is a tight-knit, highly integrated one and 
the country has not the freedom to choose any 
part of it. An outstanding example is that of the 
forced disinvestment of PSU equities during the 
past two years because there were the IMF/World 
Bank conditions to be fulfilled, including those on 
bringing down the gross fiscal deficit. We know 
from the former secretary to the department of 
public enterprises how he was given just three 
months to complete the sale of Rs 2,500 crore 
worth of PSU equities, ignoring all national 
interests, because the IMF condition in regard to 
the gross fiscal deficit had to be fulfilled. 


Therefore, the call for debate is a ruse by the- 
bureaucracy to sell the reform package. If it is not 
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a concerted effort by a coterie of the bureaucracy, 
how does one explain the fact that all the 
committees appointed by the government- 
Narasimham committee on the financial system, 
Rangarajan committee on balance of payments, 
Chelliah committee on tax reforms, Rangarajan 
committee on disinvestment of PSU bonds and 
now in all probability Malhotra committee on 
insurance - should be singing the same song: of 
structural adjustment, liberalisation, privatisation and 
opening up for foreign competition without a single 
member dissenting 


That the discussion. paper is a subtle bureaucratic 
attempt to prepare the ground for the more severe 
conditionalities under the IMF’s EFF or its ‘soft’ 
window, the enhanced structural adjustment facility 
(ESAF), and the World Bank’s loan for financial 
sector reforms, is evident from the fact that. it 
contains nothing which has not been articulated so 
far in the IMF/World Bank documents on India, 
that there is not a shred of evidence of any hard 
bargain a country of India’s size may hope to 
strike with the multilateral agencies in the proposed 
negotiations. For instance, every aspect of the 
financial sector reforms proposed in the discussion 
paper has been already agreed to with the Asian 
Development Bank (ADB) for its financial sector 
loan (the details of which have already been 
obtained by the members of parliament). 
Progressive deregulation of interest rates, elimination 
of ceiling on bank deposit rates and phasing out of 
the floor on Jending rates have aiready been 
agreed to with the ADB; likewise, reductions in the 
cash reserve ratio (CRR) to 10 per cent and the 
statutory liquidity ratio (SLR) to 25 per cent. When 
such is the backdrop to the discussion paper, 
where is the scope for any debate? 


While dealing with the substantive issues it should 
be clarified at the outset that it is nobody’s case 
that there was no scope for reform in different 
sectors of the economy in 1991-92, when the 
current reform phase began, nor is it being 
contended that India ought not to borrow from the 
multilateral agencies when it needs to borrow. It is 
just that we ought to realise that borrowings from 
the IMF and the World Bank has a significant cost 
attached to them. The iarger the borrowing, the 
higher the cost. As stated earlier, the multinational 
agencies have such a rigid attitude to the package 
of macro-adjustment policies that the borrowing 
country has no freedom to modify them to suit its 
policy preferences or the stage of development. 
There is by now a universal acceptance, despite 
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protestations to the contrary, that the social costs 
of adjustment fall heavily on the poorer segments 


of society. The higher the incidence of poverty, the 


more difficult it is for society to bear the shocks of | 
adjustment. All talks of adjustment. with a human 
face has turned out to be a facade because the 
economic logic of a market oriented system is 
decidedly against the poor; it also deprives the | 
state of control over resources badly required for: 
protecting the interests of the poor. Therefore, — 
certain-preconditions essential for broad-based 
development have to be met before the reforms 
can be begun. The reforms have to be gradually 
introduced so that the vulnerabie sections of society 
are not deprived of. employment and other sources 
of their basic livelihood and social expenditures. In 


. the meantime, many checks and balances have to 


be continued so that the scarce resources of a 
poor society are not frittered away in non-functional 
activities. These and many other significant 
alternatives have been set out in the literature, but 
the discussion paper ducks these crucial issues by 
making emotional and repeated references to the 
success stories of the east Asian countries (China. 
Korea, Malaysia, Indonesia and Thailand) without 
making an effort to appreciate the pre-conditions 
which made those success stories possible. 


There are four aspects of the discussion paper 
which call for detailed camment : the philosophy 
behind the reforms; the reform measures so far 
undertaken; the initial impact of the measures; and 
the structural adjustment programme proposed to 
be undertaken in the next three years as a part of 
the EFF and financial sector reform programmes 


As part of the broad philosophy of the new 
economic policy, the discussion paper argues that 
“the only durable solution to the curse of poverty 
is sustained growth of incomes and employment. 

There is unshakable faith in structural reforms 
putting the economy on a sustainable 6 to 7 per 
cent growth path which would take care of the 
age-old problems of poverty: and unemployment. A 
basic question that has been posed in the 
literature, which the discussion paper, does not 
eventake cognisance of, is whether the Indian 
economy as yet possesses the necessary pre- 
conditions for the kind of rapid and drastic 
structural adjustment that is sought to be imposed 
on it. In this respect, the document repeatedly 
quotes the examples of the countries of east Asia, 
referred to above, which have transformed 
themselves within a generation and attained high 
living standards. Their poverty levels have come 
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down to below 10 per cent. They are the ones 
which are attracting substantial foreign direct 
investment and also tourism earnings. 


But the reference in the discussion paper on the 
success of the east Asian countries is superficial. 
if we have to draw lessons from these countries’ 
experience, we have to compare their historical 
setting, the pre-conditions for success created by 
them and the strategies adopted. First, these 


countries had not faced in their history such 


intense, systematic and prolonged colonial 
exploitation as India had faced, resulting above all 
in a persistent drain of domestic savings, relative 
stagnation in per capita income, and consequently 
erosion of the vitality for development; it had also 
bestowed on India a semi-feudal structure with the 
inherent tendency to waste and dissipate physical 
and financial resources in non-productive activities. 
China, which was no doubt similarly placed, could 
recover from the erosion and replace the deficient 
structure through intense socialist reconstruction. 
Second, all these countries have created, on 
attaining self-rule, a socio-economic environment 
conducive to broad-based development. Almost all 
of them undertook effective land reforms which not 
only released the forces of production in their rural 
areas but also created more equitable distribution of 
incomes and wealth. “It is highly significant that the 
non-socialist countries in east Asia that had the 
most equitable income distribution (Japan, Korea 
and Taiwan) are those that also underwent 
significant land reforms. As these societies were 
largely agricultural at the time of the reforms, these 
changes had profound effects on income 
distribution” [Steinberg 1988]. The estimated ratio of 
the top quintile to the bottom quintile income share 
in the population was 4.9 in the Republic of Korea 
in 1981, whereas it was 10.1 in India-in 1975-76 
[Amsden 1993]. 


Besides, these countries attained high levels of 
literacy, particularly female literacy, and substantially 


better health standards. In 1965, the percentage of 


females in the relevant age group enrolled for 
primary education was 99 per cent in Korea, 86 
per cent in Thailand, 84 per cent in Malaysia, 64 
per cent in Indonesia and 57 per cent in India. 
“The high-level of education: in Korea contributed 
tremendously to its economic development as well 
... Korea achieved a literacy rate of nearly 80 per 
cent by the early 1960s, the highest of any 
country at a similar level of development” (Kihwan 
Kim 1988]. Likewise, maternal mortality rate (per 
1,00,000 live births) for 1980 was 34 for Korea,59 
for Malaysia,270 for Thailand, 800 for Indonesia 


and 500 for India. Also, with better female 
participation in the labour force and more than one 
earning member in an average household, these 
Asian countries could generate a rapid increase in 
household and overall domestic saving ratios. In 
the early phase of development of these countries 
(except for Korea which picked up very soon), their 
domestic saving ratios had generally reached 25 to 
30 per cent-much higher than that of India The 
higher level of social consumption with relatively 
better distribution of incomes and wealth vastly 
widened the demand base of those economies and 
facilitated more broad-based development. Higher 
literacy and health standards were the most crucial 
factors in enhancing labour productivity which in 
turn went to facilitate significant import substitution; 
and export promotion. 


What is more, in the strategies of development 
pursued by. these countries, (a) the state played an 
active role in industrial restructuring with packages 
of incentives and disincentives, including for import 
substitution and export promotion; and (b) they 
resorted to an aggressive pursuit of import 
substitution combined with export promotion. An 
incisive study on the five Asian countries (Korea, 
Indonesia, Malaysia, Thailand and Taiwan) has 
brought out how the singular lesson from their 
industrialization experience is that ongoing export 
promotion may fail to become diversified and 
knowledge- and capital intensive if it is not followed 
by subsidised import substitution [Amsden 1993]. 
Referring to Thailand, the same study argues that 
as much as 50 per cent of exports were from 
import-substitute industries. 


An important aspect of the new policy is the 
dependence on foreign direct investment for 
accessing non-debt sources of foreign resources 
and for facilitating improved technology transfers. 
Even liberal port-folio investment has been 
permitted, though at a very high cost on the 
economy. First there is a significant body of 
evidence to the effect that excessive dependence 
on foreign sources tends to hurt the process of 
expanding domestic savings. Secondly, and more 
importantly, a study on the role of foreign direct 
investment in effective technology transfer in the 
context of the Asian countries has the following 
judgment to offer: “Passive dependence on foreign 
technology can transfer the results of innovation 
done elsewhere, but it cannot provide a ddmesatic 
base of technological capabilities that long-term 
growth and diversification require. Of all the modes 
of technology transfer, FDI carries the largest risk 
of creating such dependence. This may not matter 
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for developing countries with relatively small 
industrial bases and weak capabilities, such as 
Bangladesh or Sri Lanka. It does matter for 
countries such as India that have a base of 
innovative capabilities and can fruitfully add to it. 
The entry of foreign investors then has to be 
controlled and directed to promote the development 
of local innovative capabilities. FD! should be 
encouraged when it feeds into local innovation and 
should be restricted when it threatens to substitute 
for local innovation. Where possible, foreign 
investors should be stimulated to undertake local 
adaptive and innovative effort. Where necessary, 
the government must step in to assist indigenous 
innovation to co-ordinate the technological efforts of 
local firms” [Sanjaya Lall 1993]. 


Thus the whole philosophy behind the dramatic 


changes through .a structural adjustment strategy 


has a questionable basis at this stage of the 
country’s socio-economic development. In the first 
place, a sustained growth of output is not possible 
to be established on such a low base of domestic 
demand. Nor is it possible to squeeze a sustained 
export growth of 14 to 15 per cent per annum 
unless there is significant import substitution effort 
on a wide front of Indian industries and on an 
ongoing basis. In any case these activities will not 
generate adequate employment growth such that 
the poor get a share of the benefits of 
development 


In presenting the achievements of the past two 
years in implementing macro-economic policies as 
also the responses to these policy changes, what 
the discussion paper does is a repetition of the 
myopic view of performance the government has 
been dishing out for the past year or so. The 
annual inflation rate steadily came down from 17 
per cent in August 1992 to 7 per cent by the end 
of 1992-93. Foreign currency reserves crossed $ 
6.4 billion and the overall economic growth 
increased to about 4 per cent in 1992-93; industrial 
growth showed significant recovery in the first eight 
months of 1992-93, registering a growth of about 
4 per cent over the corresponding period of 1991- 
92. The process of fiscal consolidation is being 
continued further in 1993-94, with the fiscal deficit 
targeted at 4.7 per cent of GDP. The industrial 
liberalisation has created an environment of 
competition and freedom to invest, expand and 
modernise in response to market conditions. 
Reforms in the trade and payments: regime have 
encouraged exports and dispelled fears of the 
economy being swamped by imports. Exports to 
the general currency area (GCA) grew by 10.8 per 


cent and the reforms in industry and trade and in 
the payments regime would promote a pattern of 
industrialization which is both sufficiently labour- 
intensive and also internationally competitive. The 
direct foreign investment, even if it reaches $ 1:0 
billion by 1995-96, ‘would still be less than 4 per 
cent of total industrial investment in India and the 
notion that it would swamp our economic 
independence is not warranted. Apart from = 
substantial tax reforms and financial sector reforms, 
a beginning has been made in reforming the public 
sector such that the actual budget would not bear 
the burden of maintaining sick public sector units 
nor of providing resources for expansion of PSUs 
in general. Finally, with a view to minimising the. 
social costs of structural reforms, a national 
renewal fund has been set up, the public 
distribution system has been strengthened and 
expanded, and expenditure on the social sectors 
including rural development, health and education, 
has been substantially stepped up in the 1993-94 
budget. 


While each one of the above claims may appear 
to a be correct, what has been left unsaid may go 
to dispute the claims rather substantially. Inflation 
control, for instance, has been to a great extent 
made possible by better crops in the past two 
years. While fiscal compression has no doubt 
played a role, but its role in creating recessionary 
conditions in industry has been more potent than 
in reducing the price rise. The earlier peak price 
rise rather quickly to 17 per cent from about 12 
per cent was also largely contributed by the rupee 
devaluation. Even now there are significant sectoral 
pressures on price (such as in many industrial 
products, sugar and edible oils). On the question of 
fiscal compression, the discussion paper is silent 
on its many consequences. We now have it on the 
authority of the deputy chairman of the Planning 
Commission that the erosion in the Plan outlay of 
Central public sector enterprises in 1992-93 was of 
the order of 14.4 per cent Similarly, there was a 
shortfall of 7 to 10 per cent in the state plans for 
agriculture, irrigation, and social services; in the 
power sector the shortfall was as much as 14 per 
cent. The budgets of most of the 25 states for 
1993-94 do not present an encouraging picture due 
partly to reduced resource mobilisation and partly 
to lower central; Assistance. Due to fiscal 
compression, the central government has reduced 
allocations for public enterprises and productive 
subsidies, but significantly raised interest payments 
from Rs 32,500 crore in 1992-93 to Rs 38,000 
crore in 1993-94 (an item that would continue’ to 
rise, despite fiscai adjustment, due to unreasonably 
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steep increases fh yield rates or treasury bills and 
dated government securities). It is impossible to get 
a clear perspective of the fiscal performance unless 
these distortions and their consequences are 
highlighted. 


The claim that reforms in trade and payments 
regime have dispelled fears of the economy being 
swamped by imports shows how biased the 
perception is about the functioning of the economy 
In the first place, the decline in imports in 1992- 
93 were due to severe recessionary conditions in 
industry following the structural adjustment 
programme. But this does not disprove the fact 
that the Indian society, given the opportunity, has 
a high import propensity. This is as much true of 
industrial goods as of consumer durables as well 
as of gold and silver. While detailed data are not 
available on the inflow of consumer durables, the 
clandestine as well as officially recognised import of 
gold and silver on a sizeable scale is enough of 
evidence on this phenomenon. Also, the argument 
that over time, reforms in industry, trade and the 
payments regime would promote a pattern of 
industrialization which is both sufficiently labour- 
intensive and also internationally competitive fails to 
take note of a few specific possibilities: (i) Indian 
industry, which has! created a reasonably strong 
industrial base, may be swamped by unmitigated 
foreign competition and thus a process of 
deindustrialsation may be set in motion; (ii) a 
substantial ee éxpansion of a wide range of 
technology-oriented, capital and skill based products 
is not possible unless there is the simultaneous 
promotion of import substitution; and (iii) due to 
pent-up demand for consumer goods, including 
precious metals, it is necessary to contain their 
imports at least until a viable picture of balance of 
payments situation emerges as otherwise there is 
the danger of a debt crisis. Finally, it has been 
pointed out in the past but bears repetition that all 
corroborative evidence suggests a deterioration in 
the employment situation in the recent period. For 
instance, the employment exchange statistics, for 
what they are worth, suggest that both vacancies 
notified and placements effected were lower during 
1991-92 and 1992-93 than in the preceding years. 
The discussion paper has no place in it for such 
relevant aspects of the performance of the 
economy. 


This brings us to the reform agenda the 
government have proposed for the ‘next three 
years’, which exactly corresponds to the period of 
the proposed EFF programme. The first two years 
of structural adjustment have thrown up a number 


of lessons but the discussion paper does not even 
refer to them except for. the platitudinous 
observation that the gains made in some areas 
could be reversed if we were not careful to 
consolidate them in the years ahead. In the next 
three years, mindboggling changes are proposed to 
be effected in the macro-economic management of 
the economy which, if economic logic and the 
structure of the Indian economy are any guide, are 
likely to widen the gaps in the availability of social 
services as also contribute to a worsening of the 
problems of poverty and unemployment. 


Apart from reducing the gross fiscal deficit of the 
centre to 3 per cent of GDP by 1996-97 a 
significant reduction in subsidies, a new approach 
to administered prices, further reduction in 
budgetary allocations to PSUs, raising of user 
charges for electricity, irrigation, public road 
transport and non-primary education with some 
element of cross-subsidisation to cover the costs of 
services, completion of the tax reform agenda 
including gradual reduction of income and corporate 
taxes as also of the average custom tariff level, a 
move towards a full-fledged value added tax (VAT), 
and widening of the scope of presumptive tax, are 
some of the substantive reforms contemplated in 
the fiscal area. Reform of the financial sector will 
cover phasing out of ciling and floor for bank 
deposit and lending rates with a single concessional. 
lending rate set about 3 per cent below the rate 
charged to prime customers, targeting the 
concessional rates to the really needy, and a 
phased reduction in SLR and CRR to 25 per cent 
and 10 per cent, respectively; widespread 
computerisation and special (probably drastic) 
attention to the banks that remain weak and 
insolvent. With a view to making the provision of 
general and life insurance services more efficient 
and effective and for introducing greater competition 
for this purpose, the report of the Malhotra 
committee on insurance is awaited. 


In industrial policies, apart from expecting the state 
governments to remove all fetters on industrial 
investment and production the central government's 
focus will increasingly shift to restructuring unviable 
enterprises, both public and private, and also for 
carrying out a strategy of disinvestment in the 
equities of all public sector enterprises on the lines 
of the recommendations made by the Rangarajan 
committee. For small-scale industries, the emphasis 
in the future will be on promotion rather than 
excessive regulation and protection. (A secretary to 
the government of India recently revealed that the 
government was anxious to remove the protection 
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given to 800 -odd small-scale industries though it 
was facing certain hurdles in this respect). ‘There 
will be considerable reorientation of public 
expenditure on heaith, education and agricultural 
development. It is proposed to reduce subsidies 
being provided for water, electricity and fertilisers. 
“Taking the centre and states together, the pattern 
of public expenditure for agriculture has to be 
radically restructured to favour durable and 
productive investments and adequate provision for 
their operation and maintenance instead of input 
subsidies, whose benefits are typically appropriated 
by better-off farmers.” Likewise, in infrastructure, the 
losses of State Electricity Boards would have to be 
eliminated. Generally, the monopolistic nature of 
public enterprises will have to give way to the 
induction of private service providers, the PSU's will 


have to operate on commercial principles with. 


corporate status in scme cases, special privileges 
like preferential purchase policies will have to be 
phased out, many PSUs will have to be ready to 
sell equity to the public and foreign investment will 
be expected to provide a critical supplement to 
resources and technology in some sectors. “All of 
this will require new thinking, fresh management 
approaches and, in some cases, legislative 
changes.” Finally, in the external sector, important 
reforms contemplated are: phasing out of 
quantitative restrictions on exports and remaining 
restrictions on imports, elimination of all anti export 
bias in trade and industrial policies and, finally, 
beginning the process of reducing the absolute 
protection provided to consumer goods. Also on the 
agenda are further measures to attract foreign 
investment with the goal of achieving an annual 
flow of $ 2 billion by 1996-97, and a progressive 
move towards full current account convertibility to 


encourage foreign investment. With considerable 
reforms in the regulatory framework, foreign | 


investment in infrastructure industries will be 
promoted. An avowed objective is to reduce the 
current account deficit to below 1 per cent of GDP 
by 1996-97. 


In the first place, the reform agenda, with its 
inspiration from structural adjustment programmes, 
concentrates essentially on monetary, fiscal, financial 
and external sector policies, ignoring the more 
basic questions of the real economy. For instance, 
domestic savings have generally remained stagnant 
during the past 10 to 12 years, which is the most 
crucial element in the macro problems of the Indian 
Economy today. As mentioned earlier, the entire 
policy package concerning the industrial, trade and 
fiscal regime is sure to encourage conspicuous 
consumption, including investment in gold and silver, 
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and hence prevent augmentation of domestic 
saving. The east Asian countries quoted in the 
government paper were already generating 
substantially high domestic saving ratios when they 
embarked on adjustment programmes. Thus in 
1980 Malaysia had a domestic saving ratio of 33 
pér cent, Indonesia of 29 per cent and Thailand of 
22 per cent. Though the Republic of Korea began 
with a low saving rate, by 1979 it had reached 28 
per cent India’s saving rate has remained almost 
stagnant for more than a decade at around 22 to 
23 per cent. It may be argued that the current 
high domestic saving ratios of these other countries 
are attributabie to their rapid economic’ growth, 
which is only partly true. An equally important 
factor was the pursuit of an aggressive policy of 
saving promotion in the early phases of their 
development, apart from the impetus provided by a 
more egalitarian economic structure. 


Likewise, shorn of all cliches about industrial 
restructuring, the future of the Indian industry lies 
in policies on technological upgradation, adaptation, 
assimilation and promotion of local research and 
development. The discussion paper is practically 
silent on these basic issues. 


A theme that runs through the reform agenda is 
the role of state governments in carrying forward 
the structural adjustment programmes in their next 
phase. First, in fiscal consolidation, it is proposed 
to reduce the gross fiscal deficit of the centre and 
states together as a percentage of GDP from 
about 7.7 per cent in 1993-94 (not 7 per cent as 
mentioned in the paper) to around 5 per cent in 
1996-97. Of this reduction, at least one percentage 
point would be on account of the state | 
governments. As it is, the states will face 
considerable reduction in central transfers of 
budgetary resources. They will get a lower share of 
revenues as the centre brings about substantial © 
reduction of income taxes and excise duties which 
would affect the states directly and would reduce 
the centre’s ability to effect transfers. A number of 
additional costs have been imposed on the state 
governments. Interest rate on their borrowings from 
the centre and on small savings have been 
drastically raised. While the size of their market 
borrowings in real terms is being reduced, the cost 
of such borrowings has already been substantially 
pushed up. No doubt, the discussion paper expects 
a drastic reduction in the massive subsidies 
extended on irrigation, power and road transport, 
but achievement in this regard can only be very . 
gradual; likewise, the expected improvements in tax 
compliances tax administration and buoyancy in tax 
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revenues. Second, in implementing the new policy 
on industrial investment and production , the paper 
admits that many fetters. are still quite pervasive at 
the state and local Icvels; enterprises continue to 
face difficulty in procuring’, land, water and 
electricity connections. It is said, rightly that the 
responsibility of improving the industrial climate in 
this respect lies with state governments. Third, 
substantial emphasis has been placed on the 
restructuring of public expenditure in areas which 
predominantlyOconcern the state governments: 
education (primary education and _ literacy 
programmes as distinguished from higher education) 
and health (preventive and primary health care as 
against curative and referral facilities and urban 
hospitals), agricultural investment combined with 
reduction in agricultural subsidies, provision of infra 
structural services with appropriate economic pricing, 
and special employment programmes like the IRDP 
and Jawahar Rojgar Yojana. 


There is no gainsaying that in all these areas the 
administrative machinery at the states’ level has a 
major role to play but there are two issues which 
deserve to be raised here. First, there is no 
awareness in the discussion paper of. the fact that 
if the state governments have to play a more 
effective role in all these areas, that new role has 
to form an integral part of a more decentralised 
pattern of governance. The existing pattern is 
highly centralised and is not conducive to it. It is 
revealing. to see, in this respect, how in China the 
provinces have been given the powers to negotiate 
foreign collaboration agreements and how they are 
vying with each other to attract foreign direct 
investment, particularly in infrastructural areas. 
Secondly, the question is not merely one of 
restructuring the expenditure programme; it is also 
one of generating adequate growth in expenditure, 
Say, as a proportion of GDP. While the discussion 
paper gives emphasis on shifting the relative share, 
for instance, in public expenditure from higher 


education to primary education and literacy . 


programmes, or in public health, from curative and 
urban hospital facilities to providing primary health 
care, it is not realised that the gap in these 
services is so vast that unless there is a 
substantial increase in the overall expenditure, the 
amounts assigned to these areas in real terms 
would fall short of the requirements and hence the 
gap in the availability of these services would get 
widened. So is the case with financial and physical 
resources allocated for special employment 
programmes like the IRDP and the Jawahar Rojgar 
Yojana. These schemes are looked down upon with 
contempt by the bureaucracy and during the last 
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four-five years, the funds allocated for them have 
been pitifully small. The biased attitude of the 
government in this respect is evident from the fact 
that its immediate response to the high level of 
food-stocks with it was to resort to their export 
and not think of using foodgrains for the creation 
of assets through special employment programmes. 


In the fiscal area, the reform agenda would also 
involve substantial reductions in subsidies for 
fertilisers, food, and several petroleum products like 
kerosene and LPG, as also the overhauling of 
administered prices and elimination of budgetary 
support for public sector undertakings.. The major 
tax reforms anticipated are: gradual reduction in the 
average customs tariff level to 25 per cent with 
maximum rates at about 50 per cent; rationalisation 
of customs duties and import policies for consumer 
goods, and gradual reduction of income and. 
corporate tax rates. A singular achievement of the 
east Asian countries during the initial period of their 
growth was the relatively high share of direct taxes 
as a proportion of GDP (for instance, 4.7 per cent 
in the case of Korea in 1970 as against 2.5 per 
cent in the case of India now). The reforms 
contemplated now are unlikely to achieve such a 
high incidence of direct taxation in India. Those 
countries also had significant protection for their 
consumer goods which facilitated the creation of a 
comparative advantage for themselves in such 
goods. India has a relatively vast market for 
consumer goods and therefore, from all macro- 
economic angles, one of the most important 
candidates for selective intervention by the state 
relates not only to protection for consumer goods 
industries but also a general restraint on their 
domestic production as well for some years to 
come. Finally, the complete surrender by the state 
of the potency of fiscal and monetary instruments 
to establish a set of priorities for production and 
investment as also in imports and exports, will be 
contrary to the experiences of all the successful 
Asian countries. 


In industrial policy, overwhelming importance is 
being given to the restructuring of weak and 
unviable enterprises, both public and private, as 
also the disinvestment programme for public sector 
enterprises. In a patently unequal society some 
amount of protection for labour is a necessary 
condition for social peace. There is, however, the 
discussion paper arguing speciously that the rigid 
labour market rules limiting the flexibility with which 
labour can be hired and retrenched can tend to 
push entrepreneurs into more capital-intensive 
technology so as to reduce the number of workers 
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they have to deal with. This is nothing but an 
apology for entrepreneurial preference for capital- 
intensive technologies as a natural response to 
fiscal and other policies favouring capital. If casual 
labour is preferred to regular workers, it is because 
the state permits the breach of labour laws. The 
government's National Renewal Fund (NRF) for 
training displaced labour has provided nothing 
beyond termination benefits for the staff opting for 
so called golden handshakes. In this context, some 
results of a recent study by the Organisation for 
Economic Co-operation and Development (OECD) in 
respect of its 24 member countries should be 
revealing. According to the OECD, the two 
remedies most favoured, namely, active labour 
policies (such as labour market training, direct job 
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creation, etc) and flexible policies of hire and fire 
have been found to be ineffective. A study of the 
industrial training programmes in a few major 
countries found training for a group of unemployed 
persons made no difference to their future earnings 
and employment or claims for unemployment 
benefits. To quote the OECD report, “Indeed, a 
high turnover will weaken the human capital and 
productivity gains that normally come with more 
Stable work arrangements and practices.” Secondly, 
the OECD report points out that flexible policies of 
hire and fire cannot but have a damaging fall-out 
for the training that employees receive; such a 
system does not facilitate the promotion of a work 
place with sophisticated skills and healthy labour 
attitudes towards better productivity and efficiency. 
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Broad Outlines and Objectives 
1. Introduction 


1.1. Rural unemployment and under-employment 
which particularly affect the poorest segments of 
rural population have been the major contributory 
factors to the high incidence of poverty in the rural 


areas notwithstanding the economic development. 


during the past four decades. The Vith Five Year 
Plan had alleviation of rural poverty as one of the 
main objectives, the strategy adopted aimed at 
redistribution of income and consumption in favour 
of the poorer sections of the population by 


significantly increasing employment opportunities in 


the rural areas. The National Rural Employment 
programme was started in October, 1980 to 
achieve this objective. It replaced the Food for 
Work Programme and became a part of the Sixth 
Five Year Plan from 1-4-1981. 


1.2 Subsequently, another programme known as 
Rural Landless Employment Guarantee Programme 
was launched on August 15, 1983. Its principal 
objective was to improve and expand employment 
opportunities particularly for the rural landless labour 
with a view to providing guarantee of employment 
to atleast one member of every rural landless 
labour household upto 100 days in a year. 


1.3. The importance of employment programme in 
reducing rural poverty is reflected in the Seventh 
Five Year Plan (1985-90) which emphasises food, 
work and productivity; and has the objectives of 
providing productive employment to everyone 
seeking it and assigning priority to activities which 
contribute most effectively to this purpose. In other 
words, the emphasis should be to maximise both 
the direct and long term employment opportunities 
through the investments made under this 
programme. 


1.4 It was later on decided to launch a new 
scheme for intensive wage employment programme 
in backward districts with acute poverty and 
unemployment with effect from 1.4.89. The new 
programme was named as Jawahar Rozgar (JRY). 
The existing wage employment programmes of 
NREP/RLEGP were also merged into the new 
programme. It was decided to implement the 
yojana as a Centrally Sponsored Scheme 
assistance under the programme was decided to 
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be released to the districts direct. Guidelines ‘were 
also laid regarding sharing/allocation of the yojana 
funds between the DRDAs/ZPs at the district level 
and the village panchayats at the village level. 
These measures were expected to result in the 
increased coverage of the programme to all the 
rural areas and also ensure the fuller participation 
of the people in the implementation. 


1.5 It has now been decided that the Central 
assistance under the JRY will be released to the 
States/UTs., who will further release it to the 
districts in accordance with the manner prescribed 
in the sanction letter of the Government of India 
after adding on their matching share, if any. 


2. Objectives 


2.1 The objectives of the programme will be as 
under: 
(a) Primary Objective 
Generation of additional gainful employment 
for the unemployed and underemployed | 
person both men and women, in the rural 
areas. . 
(b) Secondary Objectives 
(i) Creation of sustained employment by 
- strengthening rural economic 
infrastructure and also assets in favour 
of rural poor for their direct and 
continuing benefits 
(ii) Improvement in the overall quality of life 
in the rural areas. 


3. Target Group under the Yojana 


3.1 People below the poverty line will be the 
target group. 


4. Special Safeguards for certain sections 
of the Target Group 
4.1 Preference shall be given to SCs/STs and 
freed bonded labourers for employment under the 
Yojana. 


4.2 30 per cent of the employment opportunities 
under the yojana will be reserved for women. 


5. Period of operation of the Yojana 


5.1. While works under the Yojana can be taken. 
up for-execution during any part of the year 
whenever the need for generating employment ts 
felt, they should preferably be started during lean 
agricultural periods but may continue thereafter 
during busy agricultural period too. 
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Criteria and Procedure for Allocation/Release of 
Resources 


6. Criteria for Allocation of Resources 


6.1 The Central assistance will be allocated to 
States/UTs on the basis of proportion of rural poor 
in a State/U.T. of the total rural poor in the 
country. 


6.2 From State to the districts, the allocations will 
be made on the index of backwardness formulated 
on the basis of percentage of agricultural labourers 
to main workers in: rural areas, percentage of rural 
SC/ST population to total rural population and 
inverse of agricultural productivity defined as the 
value of agriculture produce out of each unit of 
land for the rural areas taken on the net basis in 
the weights of 20:60:20. 


6.3 For the purpose of allocation of funds to the 
village panchayats, the population of each village 
panchayat having less than 1000 population will be 
taken as 1000 and more than 10,000. The 
population of SCs/STs will also be adjusted 
accordingly. 60% of the resources earmarked for 
village panchayats will be distributed on the basis 
adjusted SC//ST population and 40% on the basis 
of adjusted total population. 


6.4 Not less than 80 per cent of the funds 
allocated to each district after providing for 
earmarked sectors in accordance to the conditions 
of sanction letter of the grant by the Government 
of India, will be distributed to the village 
panchayats/mandals (that is the lowest elected 
body) in the district. The balance 20 per cent 
funds could be utilised at the district level for inter- 
block/village works. | 


7. No Diversion of Resources permitted 


7.1 Diversion of resources from one district to 
another will not be permissible. Similarly, diversion 
of resources from a village panchayat to another 
village panchayat will also not be permissible. 
However, additional allocation can be considered for 
those districts which are performing better within 
the overall State allocations. 


8. Pooling of Resources 


8.1 Notwithstanding the provisions of para. 7.1 
(supra), two or more Districts/Village Panchayats 
may decide to pool the resources together to take 
up a work for the common benefit of the 
concerned District/Panchayat. 


9. Release of Central Assistance to DRDAs/ 
Zilla Parishads 


9.1 The expenditure under this programma which 
is a centrally sponsored scheme is shared between 
the Centre and States on 80 : 20 basis with effect 
from 1.4.1989. 


9.2 Central assistance will be released to the 
States/UTs in number of installments as prescribed 
in the sanction letter for the year subject to the 
following conditions : 


(a) First instalment : The first instalment will be 
released without any pre-condition 


Explanation : If, however, any specific condition 
had been imposed at the time of. release of last 
instalment of the precious year, its compliance will 
be ensured. 


(b) In case of cold snow bound districts viz. 
Kinnaur, Lahaul and Spiti, Leh, Kargil and 
those districts of North-Eastern India to be 
decided mutually between the Central 
Government and State Government where 
there is a limited working season, the entire 
Central assistance will be released in one 
instalment. The State shall also release its 
share in one instalment. 


(c) Subsequent instailments : The subsequent 
. installments of Central Funds for the districts 
will be released on the request of the States/ 
UTs in the proforma as per Annexure-1 on 
the fulfillment of the following conditions : 


(i) 50 per cent of available funds, that is, 
opening balance of the year plus the 
amount received should have been 
utilised at the time of applying for the 
next instalment. | 

(ii) The opening balance in the district i.e. 
the aggregate of balance with DRDA/ 
Zila Parishads and the Panchayats 
should not exceed 25 per cent of the 
district allocation of the year in which 
funds are being released. In case, the 
opening balance exceeds this limit, the 
Central share of the excess will be 
deducted at the time of release of next 


instalment. 
(iii) Budget provision for the current year 
may be indicated by the State 


Governments. The Central release will 
be proportionate to the State provision. 


(iv) The State Government should have 
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(v) 


(vi) 


(vii) 


(viii) 
(ix) 


(x) 
(xi) 


(xii) 


(xiii) 


refeased all its contribution due upto the 
date of application, In the event of 
deficiency, proportionate share (four 


times) will be deducted from subsequent. 


instalment. 


Corresponding installments of the State 


share equivalent to one-fourth. of the 
previous instalment of Central release 
should have been released. 


Audit reports of DRDAs/Zilla Parishads 
for the year before last year should be 
available. 


Utilisation certificates from DRDAs/Zila 
Parishads based on reports received 
from Panchayats for the previous year 
should be available. 


Annual Plan should have been approved 


by the Governing Body of the DRDA/ 
Zilia Parishad in respect off its share of 
funds. 

Certificate that Village panchayats have 
been disbursed the share of JRY funds 
as per their entitlement according to the 
guidelines should be furnished. 


All pending progress//monitoring reports 
have been received. 


‘Details of expenditure incurred under 


social forestry, Indira Awaas Yojana, 
Million Wells Scheme and SC//ST 
sectors in respect of DRDA/Zila 
Parishad’s share during the previous 
year should be furnished. In case of 


shortfall, proportionate deduction (i.e. 80 


per cent of the shortfall) will be made. 

Certificates to the following effect will be 

furnished : | 

(a) Unfinished works are receiving 
priority for completion. 

(b) No work started more than’ two 
years ago remains unfinished. 

(c) Only durable assets have been 
created. 

(d) All conditions laid-down in 
guidelines are being fulfilled. 


Other conditions imposed from time to 
time have been compiled with. 


(d) Districts in which funds are released in one 
instalment: Funds will ‘be released in one 
instalment but the following conditions should 
be satisfied before next release : 


a 
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(i) 


(iii) 


(iv) 


(vii) 


(viii) 


(ix) 


Conditions laid-down at the time of 
release of funds during the previous 
year should have been satisfied. 


State Government should have released 
proportionate share i.e. one fourth of 
the Central release during the previous 
year. Deficiency in the release of the 
State share would be deducted 
proportionately i.e. four times of the 
shortfall. 


The opening balance in the district i.e. 
the aggregate of balance with DRDA/ 
Zila Parishads and the Panchayats 
should not exceed 25 per cent of the 
district allocation of the year in which 
funds are being released. In case, the 
opening balance exceeds this limit, the 
Central share of the amount by which it 
exceeds this limit i.e. 80 per cent of 
the excess will be deducted at the time 
of release of second instalment. 


The state Government should have 
released its contribution during the 
previous year, In the event of 
deficiency, proportionate share (four 
times) will be deducted from the second 
instalment. 


Adult reports of DRDAs/Zila Parishads 
for the year before last year should be 
available. 


Utilisation certificates from DRDAs/Zila 
Parishads based on reports received 
from Panchayats for the previous year 
should be available. 


Annual Plan should have been approved 
by the Governing Body of the DRDA/ 
Zila Parishad in respect of its share of 
funds. 


All pending progress/monitoring reports 
have been received. 


Details of expenditure incurred under 
social forestry, Indira Awaas Yojana, 
Millions Wells Scheme and SC/ST 
sectors in respect of DRDA/Zila 
Parishads share during the previous 
year should be furnished. In case of 
shortfall, proportionate deduction (i.e. 80 
per cent of the shortfall) will be made. 


Certificate to the following effect will be 
furnished. 


(a) Unfinished works are receiving 
priority for completion. 
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(b) No work started mote than two 
years ago remains unfinished. 


(c) Only durable assets have been 
created. 
(d) All conditions laid-down in 
guidelines aie being fulfilled. 
(xi) Other conditions imposed from time to 
time have been compiled with. 


Carryover Funds not to exceed 25% for 
village Panchayats 


9.3 The village panchayat should spend the funds 
made available to it during the year in which it is 
made available. If the carryover funds are more 
than 25% of the funds received during a particular 
year, the DADA/Z can impose a cut in the share 


of village panchayat to the extent of unspent . 


balance. 


10. Release of State Share to DRDAs/Zila 
Parishads 


10.1 The State Government shall release the 
grants to the DRDAs/Zilla Parishads within a week 
after the release of the Central assistance along 
with its won matching share. 


11. Release of funds to Village Panchayats 


11.1 The funds to Village Panchayats will be 
distributed by the DRDAs/Zila Parishads within a 
week of the receipt of the funds from the State 
Government in accordance to the conditions 
prescribed in the sanction order of the Government 
of India. 


12. Distribution of foodgrains 


12.1 The foodgrains for the Yojana will be 
released to the States generally in installments 
along with the release of other JRY resources. 
However, the foodgrains will be released in one 
instalment in case of the districts mentioned in 
para 9.2 (supra). 


12.2 The DRDAs/ZPs will make the arrangement 
for lighting the allocated foodgrains and its further 
distribution among the village panchayats/ 
implementing agencies for use of JRY works on 
cash and carry basis. The F.C.I. will issue the 
foodgrains to the DRDAs/ZPs or its authorised 
agents at the rate of Central issue price. 


Rate of Foodgrains under the Yojana 


12.3 The rate of foodgrains distribution for the 
labourers under the JRY and the value of 1.5 Kg. 


foodgrains will be as under : 
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Sil. Name Rate of Value of 1.5 

No. distribution/Kg Kg.of 
Re. foodgrains 

; Rs. 

1. Wheat 2.34 3.20* 

2. Rice (common) 2.44 3.30* 

3. Rice (fine) 2.79 4.20* 

4. Rice (superfine) 3.00 — 4.50 


(‘rounded figures) 


Explanation : These rates, however, are likely to 
change from time to time. ( 


Mode of Distribution of Foodgrains 


12.4 The foodgrains component of the wages 
under the JRY should, as far as possible, be given 
on the work-site itself. The State Government may 
also use the facilities under the public distribution 
system for payment of the foodgrains’ component 
of the wages. 


Provision of Handling Charges 


12.5 Executing Agencies can incur expenditure 
upto a maximum of Rs. 20 per quintal as handling 
charges for bringing the foodgrains from FCI 
godowns to the sites of work. This is the 
maximum allowable limit. Handling charges must be 
charged on the basis of actuals. 


Handling Charges in difficult Areas 


- 12.6 In some of the difficult areas, the handling 


cost of Rs. 20 per quintal may not be sufficient. In 
such cases, the handling cost can be incurred to 
a higher limit of expenditure as approved by the 
DRDA/ZP/Village Panchayat. However, the 
expenditure incurred in excess of Rs. 20 per 
quintal will be booked to the material component of 
JRY. 


' 12.7 Sales tax or any other local tax, if levied by 


any of the States/Uts on foodgrains supplied by 
FCI for JRY will be borne by the State 
Government/UT Administration concerned. form 
outside the JRY funds. 


Works Under the Yojana 
19. Works to be taken up. 


19.1 All rural works which result in creation of 
durable productive community sets can be taken up 
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under the Yojana. The type of works that can be 
taken up under the Yojana are at Annexure-ll. 


19.2 Preference may be given to works (i) having 


Items of Work which will Constitute Land 
Development 


19.5 Items of work which will constitute land 
development will be land shaping, construction of 


potential of maximum direct and continuing benefits «drainage, field, channels etc. 


to the members of poverty groups, (ii) which are, 
or can be, owned by or are assigned to groups of 
beneficiaries either for direct use of the assets by 
the group (s) or for sale of the services/facilities 
created by the assets to ensure continuing income 
to the groups. ; 


19.3 Higher priority should be given to works 
which are required for infrastructure of poverty 
alleviation programmes like DDP, DPAP, DWCRA, 
IRDP and construction of primary school buildings 
in those revenue villages which have primary 
schools without buildings. 


19.3 (A) While utilising funds for providing 
infrastructure support to poverty alleviation 
programmes, the ratio between wage and material 
component of 60:40 must be observed. In case 
there is need for supplementary requirement of 
funds for material components, it may be provided 
by dovetailing resources available from other 
relevant Government plan/non-plan programmes. 
The supplementary requirement of material 
component may also be provided by dovetailing 
funds by drawing on own funds of panchayats, 
cooperatives, other public bodies and community 
contribution. Illustrative list of the activities for which 
JRY resources can be used to. provide 
infrastructure support are as follows: 


(i) Planting of mulberry trees; 

(ii) Chawki rearing sheds and reeling sheds for 
sericulture; 

(iii) Poultry sheds; 

(iv) Handloom sheds; | 

(v) Work sheds for food processing; 


(vi) Retail outlets of district supply and marketing 
societies; and 


(vii) Raw materials, godowns and common 
worksheds for DWCRA groups. 

Provision of Land Development of Small/ 
Marginal. Farmers below Poverty Line 


19.4 Private land belonging to small and marginal 
farmers who may be below poverty line and figure 
in IRDP Survey register can be developed with 
JRY funds. 


Permissible Items of Expenditure on Land 
Development | 


19.6 All capital expenditures on land development 
including the costs of soil amendment and irrigation 
will be permissible on land development subject to 
the condition that not less than 60% expenditure of 
a land development project will be incurred on 
payment of wages of unskilled labourers. 
Dovetailing of resources from any other source will 
be permissible to make up for excess material 
component of a land development project. The 
costs of family labour used for cultivation of 
developed land will also be permissible to small/— 
marginal farmers only below poverty line. whose 
names figure in IRDP survey register for a 
maximum period of 2 years at the rate of 100 
mandays per hectare per year calculated @ 
minimum wages for unskilled labourer. 


Non-Permissible Expenditure on Land 
Development . 


19.7 Recurring costs of cultivation on items like 
seeds, chemical fertiliser, insecticides, pesticides, 
weedicides, irrigation etc. will not be permissible 
under a land development project even if it forms 
the part of a project. 


Formulation of Land Development 

19.8 Any project’ capable .of improving the 
productivity of land in a Watershed or Command 
Area will be treated as a land development project. 
Only such blocks of land would be permitted under 
JRY which - esis: 


@ have at least 10 farmers; 3 


@ at least 50% of the land holders are small 
and marginal farmers; and 


@ at least 25% of the land belongs to small & 
marginal farmers. 


Recovery of the Costs of Land Development 


19.9 No recovery of the cost of land development 
will be made from the small and marginal farmers. 
In the case of big farmers, recovery will be made 
by the village panchayat at the rate prescribed by 
the State Government. The amount so recovered 
will be an additionality to the programme. 
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20. Beneficiary Oriented Individual 
Programmes for Economically Weaker 
Sections including SCs/Sts 7 


20.1 Works for the benefit of all identified 
below the poverty line are permitted in case of 
following : 

(a) Scheduled Castes, Scheduled Tribes; 


(b) Freed bonded labourers; and 


(c) Allottees of ceiling surplus land, Bhoodan 
land, waste land, Govt. land whether they 
belong to SC/ST category or not 


The illustrative list of such works is as under : 


(i) Construction of houses for individual member 
alongwith development of infrastructural 
facilities. 


(ii) Development of allotted land. 


(iii) Social forestry works, such as, fuelwood and 
fodder plantations on lands owned by 
individuals. 


Minor irrigation wells and group wells. 


(iv) 


(v) Drinking water wells. 


21. Social Forestry Works 


21.1 The main objectives in implementation of 
social forestry works under JRY had to be such 
that its benefits accrue to the rural communities 
and more particularly to the rural poor. 


21.2 Social forestry works will include soil and 
water conservation measures taken to ensure the 
survival of the plants. 


Location of Social Forestry Works 


21.3 Social forestry works under JRY may be 
taken up on Government and community lands and 
on road-sides, canal embankments and the sides of 
the railway lines. Such works may also be 
undertaken on degraded forest lands on the 
failowing conditions : 


(a) If suitable community lands are not available; 
and 


(b) the entire produce from such lands. is made 
available for the community use under a 
general or specific order of the State 
Government. 


Trees to be Planted 


21.4 Planting of all types of fruit, fodder and fue} 
trees will be taken up under the programme. 
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However, the plant species should be selected by 
the DRDAs/Village Panchayats taking into account 
the needs of the area and geo-climatic conditions. 
Quick growing fuel, fodder and small timber trees 
alongwith the fruit trees of local variety may be 
given preference over the exotic species. 


Nurseries 


21.5 Farmers, particularly the small and marginal 
farmers either actual or potential IRD beneficiaries 
should be encouraged to raise nurseries in their 
own fields or backyards. 


Tree Patta 


21.6 The benefits of social forestry can directly 
accrue to the rural poor through the scheme of 


_ tree patta under which the tree planting permit. 


holder/tree patta shall include the rights to father 
dead branches, take twigs and lopping of the 
branches, harvest produce such as fruits, flowers, 
seeds, leaves, tapping etc., carry on tree based 
activity like bee keeping, moga/tuasar silk worm 
rearing, lac production etc., cropping of trees, 
hypotheticate the trees to financial institutions for 
loans by deposit of tree planting permit/tree patta 
with the financial institutions and devolution of the 
tree planting permit patta on death of the patta 
holder. The cost of saplings to be planted and 
the wages for the layout put in tree-permit/tree 
patta holder by planting the saplings and also the 
cost of maintenance of such plantations upto the 
time the trees are able to survive may be met 
from the JRY funds. 


Farm Forestry 


21.7 Farm forestry may be taken up only on lands 
belonging to the following categories of identified 
rural poor whose names figure in the IRDP Survey 
register : 


(i) Scheduled Castes and ‘Scheduled Tribes; 
(ij) Freed bonded labourers; and 


(iii) All allottees of land i.e. ceiling surplus land/ 
bhoodan/Wasteland/Government lands provided 
their land holdings do not exceed to those of 
small farmers, and on land for which tree 
patta have been granted. 


Maintenance of Plants 


21.8 Wherever tree plantation has been taken up 
under the social forestry programme on community 
land and for community benefit, the cost of 
maintenance of such plantation upto the time the 
trees are able to survive or upto the period of 
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three years from the year of plantation, whichever 
is earlier, may be met from JRY funds. 


Involvement of Non-Governmental 
Organisation (NGOs) 


21.9 Non-governmental organisations may be 
involved in all activities relating to social forestry 
from nursery raising to plantations through the rural 
poor. Funding for the NGOs may be done directly 
by the State Governments or through the DRDAs. 


22. Indira Awaas Yojana (IAY) 
Objective of Indira Awaas Yojana (IAY) 


22.1 The objective of the IAY is to provide houses 
to members of SCs/STs and freed bonded 
labourers below the poverty line, free of cost. 


Target Group 

22.2 The target group for houses in IAY will be 
the SCs/STs and freed bonded labourers below the 
poverty line. . 


22.3 Construction of Micro-Habitats and Houses for 
Scheduled Tribes and freed bonded labourers may 
be taken under the component. 


Location of Indira Awaas Yojana (IAY) 
Houses 


22.4 Houses under IAY, as far as possible, should 
be built in clusters on micro-habitat approach so 
that common facilities can be provided for the 
clusters. However, incase micro habitat approach 
cannot be followed because of the non-availability 
of land or the beneficiaries possessing plots which 
-are scattered all over the village or any other 
reason, |AY houses may also be built up without 
‘following the cluster/micro-habitat approach. 


Design of houses under IAY 

22.5 No design for IAY is being prescribed except 
that the plinth area of the houses under the 
Yojana should be 17-20 sq. mt. The design could 
be specific to the area keeping in view the climatic 
conditions and design of the houses prevalent with 
such improvements as may be acceptable to the 
people. The houses should have kitchen, 
smokeless chullah and the sanitary latrine unit. 


Cost of Houses under IAY 


22.6 The permissible expenditure under IAY for 
each house will be as under : 


(i) Construction of house 


YUVA 


Jawahar Rozgar. Yojana 


(ii) Construction of sanitary latrine and smokeless 
chullah 


(iii) Cost of providing infrastructures and common 
‘facilities. 


In difficult areas like hill, the cost of construction 
should be upto Rs.9,800/- instead of Rs.8,000/- as 
mentioned at (i) above. In case the houses are not 
built in clusters/micro habitat approach, Rs.3,300 
mentioned at (iii) above to provide for the common 
facilities and infrastructures can also be used in 
construction of houses. 


23. Million Wells Scheme (MWS) 


23.1 The Million Wells Scheme launched with the 
objective of providing open irrigation wells free of 
cost to poor, smeil and marginal farmers belonging 
to SCs/STs and freed bonded labourers from the 
year 1988-89, will be continued from out of the a~ 
20 per cent resources earmarked for MWS. The 
State Governments will allocate MWS resources to 
the districts with reference to the tun-irrigated land 
with potential for well irrigation wells and bore wells 
are not to be taken up under this provision. Where 


_wells are not feasible due to geological factors, the 


amounts allotted under Million Wells Scheme may 
be utilised for other schemes of minor scheduled 
Castes, Scheduled Tribes and freed bonded 
labourers. 


23.2 Where due to geophysical reasons, after 
digging an open well up to some depth, biasting is 
required to be undertaken because of the hard 
layer of stones or rock, and thereafter a small 
bore is required to be drilled to obtain sufficient 
quantity of water for irrigation purposes. The entire 
operation may be funded from the MWS funds 
such that the wage to material ration of 60 : 40 is 
maintained . There is no objection to supplementary 
material costs being met from any other public/ 
private source. _ 


23.3 Where in a particular financial year, the 
amount can be spent under Million Wells Scheme 
only to the extent of, say, 80% of the allocation, 
the State Govt./UT Administration should take up a 
larger programme so that 100% utilisation of 
allocation of funds in that particular year is possible 
and the incomplete works are completed during the 
next financial year but within a total period of 12 
months from’ the start of each individual work. 


24. Standards and Specifications of works 
24.1 Works taken up under the programme should 
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be of durable nature and should meet appropriate 
technical standards and specifications. 


2.42 Construction of rural roads should be 
according to the specifications laid down by the 
State Government/UT Administration. 


2.43 The specifications for different type of works 
at the DRDA/Zila Parishad level shall be the same 
as approved by the State Government for similar 
type of works. 


Encouragement to use of low cost technology and 
local materials. 


24.4 While fixing technical specifications, efforts 
‘should be made to utilise to the maximum extent 
the local materials and low cost technology 
developed by various institutions. Full advantage 
should be taken of the technology available with 
Council for Advancement of People Action and 
Rural Technology set up under Department of Rural 
Development. National Building Organisation, Central 
Road Research Institute, etc. 


25. Wage and Non-wage Components on the 
works under Yojana 


25.1 Village Panchayats shall spend at least 60 
per cent of the funds given to them on wage 
component. Expenditure on non-wage components 
comprising of the cost of materials, administrative 
and supervisory expenses, cost of handling and 
transportation of materials and foodgrains. cost of 
equipments, wages of workers other than unskilled 
workers etc., in excess of non-wage component 
shall be met from our side the JRY funds. Similar 
provisions will be applicable to DRDAs/Zila 
Parishads share of funds separately. 


25.2 The cost of transportation of materials by 
animals or animal drawn carts etc., is normally 
debitable to wage component. However, the wages 
of the persons engaged in such transportation may 
be debited to wage component of the expenditure 
provided their wages are fixed on the piece rate 
basis so that they are adequately compensated 
towards the cost of maintaining the animals/animal 
drawn carts. 


25.3 Wage cost for manual processing of local 
materials as an intrinsic part of the project and 
brought on the muster roll can be treated in this 
manner. For example, quarrying and breaking of 
stone chips cancerous at the project site as 
opposed to supply of the same as “bought out” 


item or contracted transport may be treated as part 
of wage component. 


25.4 While generally it would not be desirable or 
necessary to exceed the stipulated material cost 
ceiling, if peculiar circumstances of any area or 
project necessitate a higher material component, it 
should be provided out of state funds additional to 
those provided under the programme or through 
donations and public contributions and funds coming 
from other organisations like mandal samitis, 
cooperative societies etc., etc. But it should be 
avoided as far as possible as focus on 
employment would tend to get blurred. 


26. Wages to be paid on works under the 
Yojana 


26.1 The wages under the Yojana may be paid 


partly in cash and partly in foodgrains and shall be 
the same for all workers whether males or 
females. 


26.2 The rate of distribution of foodgrains shall not 
exceed 1.5 kg. per manday. 


26.3 The wages for a category of employment 
shall be the same as notified for the relevant 
schedule of employment under the Minimum Wages 
Act. There should not be any attempt to avoid or 
evade this mandatory obligation by denotifying an 
area or an employment from Minimum Wages Act. 


26.4 The State Government. should identify those 
categories of employment under JRY for which a 
notification under Minimum Wages Act has not 


been issued. In all such cases the wages should 


be notified as far as possible, under the Minimum 
Wages Act. 


26.5 The minimum wages for various categories of 
employment can be notified under. Minimum Wages 


Act either on a time rate basis. Where a time rate 


wage is notified under Minimum Wages Act for | 


categories of employment then wages not less than 
-minimum time rate have to be paid to the 


employees. In other words when time rates are 
prescribed under the Minimum Wages Act, no 
piece rates can be prescribed by executive orders. 
Where a piece rate wage is notified under the 
Minimum Wages Act, payment will be made as per 
piece rate with an element of reducible fall back 
wage component piece rate should also be fair and 
reasonable. 


26.6 Under Section 4 and 5 of the Equal 
Remuneration Act, 1976 (Act No. 25 of 1976), a 
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duty has been cast on the employer to pay equal 
remuneration to men and women workers for same 
work or work of a similar nature as well as not to 
discriminate while recruiting men and women 
workers. This. provision of law may be brought to 
the notice of State’s/Union Territory's Labor 
Department (which is responsible for issuing 
notifications under the Minimum Wages Act) in 
case there is any deviation from the aforesaid 
provisions of the equal Remuneration Act. 


26.7 For categories of employment for which 
Minimum Wages has not been notified under the 
Minimum Wages Act., till such notifications are 
issued, payment may be made at the rates at 
which payment for similar categories of employment 
is being made by the State Government 
Departments such as Rural Engineering, PWD, 
Irrigation, Agriculture etc. 


26.8 The notifications issued by Labor Departments 
of the States/UTs are relevant for Jawahar Rozgar 
Yojana. Provisions of notifications issued by 
other agencies in respect of Minimum 
Wages payable to workers should be followed only 
as long as notifications are not issued by the 
States Labor Departments for which they should be 
moved by the Rural Development Department of 
the State/UT. 


26.9 As information regarding various notifications 
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issued under the Minimum Wages Act or the 
departmental rates referred to in para 26.7 above 
is not readily available with the implementing 
agencies, the State Government should bring out a 
consolidated circular indicating the wage rates 
prescribed for different categories of. employment 
under the Minimum Wages Act or where no such 
rates have been notified the rates at which 
payment is to be made for those categories of 
employment, determined as per para 26.3. 


26.10The executing agencies should be made 
responsible for payment of prescribed wage to 
workers engaged under the programme. 


26.11 Payment of wages should be made on a 


fixed day of the week which should preferably be 


the local market day. Payment of wages to workers 
would not be delayed by more than a week except 
at the option of the workers and in the latter case 
for not more than 15 days. 


Non-payment of Minimum Wages : 
Central Grant. 


Withholding of 


26.12In case the implementing agencies do not 
pay the wages for a category of employment at a 
rate notified for the relevant schedule of 
employment under the Minimum Wages Act, the 
Central Government shall withhold the grants to the 
State/UT under the Jawahar Rozgar Yojana. 
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Who Benefits Under 
IRDP 


2.1 Programme Objectives 


IRDP is a beneficiary oriented programme. Its 
objective is to enable selected families in rural 
areas to cross the poverty line. A family with an 
annual income of Rs. 6400 or less is ‘considered 
to be below the poverty line. 


2.2 Programme Strategy 


The objective of. the programme is achieved by 
providing productive assets and inputs to the 
target group. The assets which could be in primary, 
secondary or tertiary sectors, are provided through 
financial assistance in the form of subsidy by the 
Government and term credit advanced by the 
financial institutions. 


2.3 Target Group 


(a) Since the approach under IRDP is to assist 
the poorest of the poor first, the assistance 
is given to the rural families of target group 
having annual income below the cut-off-line 
of Rs.4,800. Families with an annual income 
upto Rs.3500 are assisted first. After all such 
families have been assisted in a Gram 
Panchayat, the Block level officer would 
report to the District Rural Development 
Agency (DRDA) that all the families with 
annual income upto Rs. 3500 have been 
assisted. The DRDA would then verify the 
position by issuing public notices. Only after 
this verification, the DRDA would give 
sanction to the Block to assist the families in 
Rs.3501-4800 income bracket in the area of 
the respective Gram Panchayat. 


(b) The target group consists of small and 
marginal farmers, agricultural labourers and 
rural artisans etc. whose annual family 
income is below the “cut-off” line. The small 
and marginal 
labourers have been defined as under : * 


(i) Small Farmer - A cultivator with a land 
holding of 2 hectares or below is a 
small farmer. Where a tarmer has Class 
| irrigated land, as defined in the State 
Land Ceilings Legislation with 1 hectare 
or less, he will also be considered as 
small farmer. Where the land is irrigated 
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but not of the Class | variety, a 
suitable conversion ratio may be 
adopted by the State Government with 
a ceiling of 2 hectares. 


(ii) Marginal Farmer - A person with a 
land holding of 1 hectare or below is a 
marginal farmer. In the case of class 1 
irrigated land, the ceiling will be 0.5 
hectare. 


The land limits for Drought Prone Areas 
Programme/Desert Development Programme areas 
for small and marginal farmers are given at 
Annexure - |! 


(ii) Agricultural Labourers - A person 
without any land other than homestead 
and deriving more than 50% _ of his 
income from agricultural wages is an 
agricultural labourer. 


Special Safeguards for Certain Sections 


2.4 Safeguard For Scheduled Castes And 
Scheduled Tribes 


Atleast 50% of the assisted families should be 
drawn from the Scheduled Castes and Scheduled 
Tribes. This minimum percentage of 50 is to 
operate in macro terms at the District as well as 
State level. The targets for the Blocks should be 
determined as under : 

(1) 50% wherever percentage of SC/ST 
population to the total population in the Block 
is less than 50. 

(11) Wherever percentage of the SC/ST population 
to the population of the Block is 50 or more, 
the target for SC/ST families to be assisted 
should be equal to that percentage. 


2.5 Safeguards for Women 


Atleast 40% of the total beneficiaries should be 
women. Women headed households must be given 
priority. 


2.6 Safeguards for Physically Handicapped 


Atleast 3% of the beneficiaries assisted should be 


from the category of physically handicapped 
persons. 


2.7 Financial Assistance to be 
Commensurate with Physical Coverage 


The flow of financial investment (subsidy plus 
credit) to the categories described above should be 
commensurate with the percentage of their physical 
coverage. 
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be confined to families with an annual. income of 
upto Rs.4,800 only. Training and motivation camps 


2.8 Priority to Certain Categories of Target 
Group 


Subject to other conditions being equal, the 
following categories of people should be assisted 
on priority. 

(i) Ceiling surplus land assignees. 


(ii) Green Card holders of Family Welfare 
Programme irrespective of the date of 
adopting small family norm. 


This should not in any way, adversely effect: the 
safeguards provided for SC/ST, Women and 
physically handicapped persons. 


2.9 Overriding Priority to Released Bonded 
Labourers 


The DRDAs should obtain the list of released 
bonded labourers from the District authorities. Such 
persons should be assisted on an overriding priority 
basis. The responsibility to provide IRDP assistance 
will be on the DRDA “Jurisdiction” in which these 
labourers choose to settle after their release. IRDP 
benefits would be in addition to the benefits that 
such persons may go under other programmes of 
the Government. 


2.10 Supplementary Assistance to 
Inadequately Assisted Beneficiaries 


Families already assisted in the earlier plans and 
unable to cross the poverty line should be given 
supplementary assistance in the Vill Plan. A survey 
of the families assisted in the earlier plans should 
be conducted in the survey format given at 
Annexure - Il. For the selection of deserving and 
eligible beneficiaries, detailed instructions as vetted 
by Reserve Bank of India (RBI) and National Bank 
for Agriculture for Agriculture and _ Rural 
. Development (NABARD) are reproduced and 
Annexure - Ill. The cut-off line for identification of 
families indicated earlier will also apply for 
identification of families for supplementary 
assistance. Such assistance to these families would 
also be subject to the subsidy ceiling applicable to 
the new families. 


2.11 Identification of Beneficiary Families 


For identification of new families to be assisted 
during the V!!I Plan a survey should be conducted 
as per format at Annexure’ IV. This survey should 


of 


Sarpanchas/Pradhans, 


VLWs and other 


functionaries associated with identification of 
beneficiaries should be organised by DRDAs. 
Survey forms and other stationery items should be 
distributed in these camps. After the survey, the 
following procedure should be adopted for the 
selection of beneficiaries : 


(i) 


(ii) 


(iil) 


(iv) 


(v) 


(vi) 


(vii) 


The priority lists of the poorest of the poor 
families should be prepared by the BDO 
giving special emphasis to outlying hamlets, 
women headed households and nomadic 
families. 


The said list should them be placed for 
approval in the meeting of the Village 
Assembly (Gram Sabha). This meeting should 
be convened by the BDO. Sufficient 
advance publicity should be given about this 
meeting through local means. The meetings 
of Gram Sabha, as far as possible, should 
be arranged on non-banking days to enable 
the bank officials to participate in these 
meetings. 


The Village Assembly should be attended by 
local people, non-officials, Block officers and — 
bank officers. Prominent voluntary action 
groups, etc. should also be associated with 
these meetings. 


The list of the beneficiaries selected in this 
Village Assembly should be displayed on the 
notice board of the Village Panchayat and 
Block office. Sufficient time should be given 
for filing objections. . 


In case of any dispute regarding any name 
in the list, it should be decided by the 
Project Director, DRDA in consultation with 
the BDO. 


The list of beneficiaries finally selected 
(Master List) should be got printed Blockwise 
by the DRDA and copies made available to 
the field staff, Block officials, bankers and all 
other concerned agencies. 

The forum of the Village Assembly should 
also be utilised for ascertaining the choice., 
willingness and ability of the identified 
beneficiaries for economic activities and the 
need for upgradation of skills and 
entrepreneurship. 
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Speech of Shri Gopinath Munde 


Deputy Chief Minister 


On the Additional Budget Estimates 1995-96 of the Government of Maharashtra 
in the Legislative Assembly on Thursday, 6th July 1995 


PART |! 


Sir, 


| rise to present to the House 
the Additional Budget Estimates 
for the year 1995-96. 


2.1. | had presented an 
Interim Budge for the year 1995- 
96 on 25th March, 1995 for 
obtaining a Vote on Account to 
meet the charges on continuing 
schemes and committed 
expenditure of the Government 
for the first four months of the 
current financial year. At the time 
of the presentation of the Interim 
Budget, | had broadly touched 
’ upon the economic scene in the 
‘State and the prevailing price 
situation. At that time, the Shiv 
Sena-BJP alliance Government 
had just assumed office and the 
Council of Ministers had hardly a 
few days before the presentation 
of the Interim Budget. 


2.2 Our Government has now 
been in office for over 100 days, 
but | am happy to inform you 
that in this short span 
considerable progress has already 
been made in the implementation 
of our Vachannama. | shall now 
briefly outline the maior decisions 
taken by this Government in this 
period. 


3.1 Zunka Bhakar 


With a view to providing 
nutritious food to the poor and 
the needy at the low rate of Re. 
1, the Zunka Bhakar Scheme 


was launched from 1st May 1995: 


mostly in the urban areas of the 
State. Under the scheme, two 
bhakars and Zunka will be 


provided. Voluntary agencies, 
mahila mandals and educated 
unemployed persons are given 
preference in the allotment of 


Zunka bhakar centres. A quick 


review of the working of the 
scheme has_ indicated that 
concrete measures are necessary 
to run it successfully. The 
centres in the Corporation areas 
will be run on a_ cross 
subsidisation basis by selling 
other eatables besides Zunka 
bhakar. 


3.2 District Review 
Committees headed by the 
Minister-in-charge of the district 
will closely monitor the working 
of the scheme. 


4. Nav-Sanjivan Yojana 


In order to ensure that adequate 
food, drinking water, employment 
and health facilities are made 
available to the tribals living in 
the remote and inaccessible 
areas of the State, Government 
has started implementing a new 
scheme called the Navsanjeevan 
Yojana. The Navsanieevan Yojana 
introduced from ist May 1995 is 
a composite scheme where the 
responsibility. for effective 
implementation will rest on the 
Collector. Adequate financial 
outlays have been provided in 
the Tribal Sub Plan for the on- 
going programmes covered under 
the various sector of the 
Navsanjeevan Yojana. 


5. Kamdhenu Yojana 


A decision to implement a 
special scheme for poor and 
needy women called the 
“Kamdhenu Yojana” has also 
been taken. 


6.1 Drushti Dan Yojana 


Government has decided to 
implement special schemes for 
the welfare of students, the blind, 
the old and the disabled living 
below the poverty line under the 
Drushti Dan Yojana. Free 
spectacles to needy persons who 
have undergone cataract 
operations are being given. 


6.2 From this year, free 
spectacles will be provided to 
tribal students where necessary. 


7. Homes for the Aged 


Government has decided to set 
up one well equipped Home for 
the Aged in each district of the 
State on the pattern of the 
Ramadham Old age Home. It is 
proposed to allot 5 acres of land 
for each Home through the 
Revenue and Forests 
Department, free of cost, for this 
purpose. Financial assistance will 
be obtained from the Government 
of India and Voluntary Non- 
Government Organisations for 
establishing these Homes for the 
Aged and any shortcomings will 
be removed by the State 
Government. 


8. Review of Enron 
Project 


A Sub-Committee of the Cabinet 
under my Chairmanship has been 
appointed for the purpose of 
taking a review of the Enron 
Project to ascertain how far the 
project is. beneficial for the 
development of the State. This 
has been done in view of the 
controversy surrounding the 
Dabhol Electricity Project in the 
Ratnagiri District. This Sub- 
Committee has completed its 
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work. A report is being submitted 
to the Cabinet and a final 
decision will shortly be taken. 


9.1 Concessions to the 
Community 


The Govari, Mana, Koshti, Koli 
and a few other communities 
have been included in the 
special backward category and 
various faciiities and concessions 
such as free education, full 
remission of examination 
fees,post S.S.C. Scholarships, 
admissions to Government 
hostels, reservations in job in the 
Government and Semi- 
Government service and 2 per 
cent reservation for admission to 
the Medical and Engineering 
Colleges have been made 
available to them. Independent 
Ashram Schools will be opened 
for the students in this category. 


9.2 Educational 
Concessions to the 
Students of Dhangar 
and Vanjarl 
Communities. 


Even after the inclusion of the 
Dhangar and the  Vanjari 
Community in the list of Nodadic 
Tribes, no policy decision or 
concrete action was taken in 
respect of Government of India 
Scholarship, payment of 
education fees, examination fees, 
etc. As a result, these students 
have still remain deprived of 
these concessions. Our 
Government has, therefore, taken 
a decision to make applicable 
the various concessions regarding 
Government of India scholarships, 
education fees, examination fee, 
etc., to the students of Dhangar 
Community from 1992-93 and the 
students of Vanjari Community 
from the year 1994-95. 


10. Nandadeep Yojana 


The question of providing upto 
50 Units of electricity free of 


charge to the people below the 
poverty line was considered and 
it was decided to work out the 
criteria for identifying the people 
below the poverty line. A review 
will be taken of the number of 
such identified persons who have 
been provided with electricity 
connections and the number who 
still have received no electricity 
connections. Necessary proposals 
in the matter will be processed 
quickly and decisions taken 
accordingly. 


11. Ban on Slaughter of 
Cow Progeny. 


The Government has recently 
taken a decision to impose a 
complete ban in the State on 
the slaughter of cow progeny. 


12. Cotton Monopoly 
Procurement Scheme 


The Cotton Monopoly 
Procurement Scheme which has 
been in operation in the State of 
Maharashtra since 1972-73 has 
been last extended till the 30th 
June 1995. The. extension upto 
the 30th June 1995 has been 
given by the Central Government 


-on the condition that the State 


Government should formulate a 
proposal to phase out the 
scheme. The State Government 
has, however, decided to seek a 
long term extension to the 
scheme. Accordingly, this matter 
is being actively pursued with the 
Central ‘Government. 


13. Committee for Crop 
Insurance Scheme 


At present, a Crop Insurance 
Scheme is being implemented 
with the assistance of the 


Central Government in respect of © 


the agriculturists availing of loan 
for certain selected crops and is 
styled as “Comprehensive Crop 
Insurance Scheme”. The Scheme 
is being revised and made 
applicable to all agriculturists 


(including those not availing of a 
loan) and for all crops including 
various foodgrains, sugarcane, oil 
seeds, fruits etc. The Ministers’ 
Committee, which has been 


‘appointed for this purpose, has 


recommended that a pilot crop 
insurance scheme should be 
started on an experimental basis 
in three districts of Maharashtra. 
The details are being worked out 
in consultation with the General 
Insurance Corporation of tndia 
and its subsidiaries. The scheme 
can be considered for ‘being 
extended to other districts — 
depending upon the experience 
of the pilot scheme. 


14. Milk Procurement 


Unprecedented increase in milk 
production and collection in the 
State in 1993-94 had posed the | 
problem. of disposal of surplus 
milk. Since it is difficult to 
dispose of all the surplus milk 
even after full capacity utilization, 
it was decided not to accept the 
milk brought at collection Centres 
on two days in a month from 
the 2nd January 1994 which was 
later revised on the 10th October 
1994 to one day in a month. A 
review of milk collection and 
distribution in the State was 
taken and orders were issued on 
the 21st March 1995 to the 
effect that milk will be accepted 
at the collection Centres on all 
the days. 


15.1 Abolition of Octrol 


The collection of octroi by local 
bodies has always been a 
complicated issue. Time and 
again, it has been advocated 
that octroi should be replaced by 
another source of revenue. In 
such efforts, the Government will 
have to ensure that the fiscal 
autcnomy of the local bodies is 
preserved, that the new levy Is 
easy to administer and does not 
cast undue burden on the trade 
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and, finally, that it displays the 
same elasticity as octroi. 


15.2 The issue has assumed 
a new significance. after 
the constitution of the Municipal 
Corporation of Navi Mumbai. 
Octroi has not been levied 
in this area so far. 
other hand, the 
Corporation is undoubtedly 
starved of funds, making it 
difficult for it to carry out even 
routine civic work. | have held 
discussions with the 
representatives of trade, industry, 
Municipal Corporations and 
transport organisations in order to 
consider the problem in detail. 


Municipal 


15.3 i am happy to say that a 
mutually acceptable solution has 
now been found. An account- 
based cess on entry of goods 
will be introduced in Navi 
Mumbai during the course of the 
year. The operation of the new 
levy will be monitored over a 
year. Any decision regarding the 


extension of the scheme to other — 


municipal areas will be taken 
thereafter. 


16. Freezing of Prices 


In the background of inflationary 
condition in the economy, 
Government feels strongly about 
the need to provide basic 
necessities to the poor at 
reasonable rates. In order to 
ensure this, a decision was 
taken to freeze the prices at 
which rice, wheat, dal, edible oil 
and sugar would be provided 
through the Public Distributien 
System to ration card holders for 
a period of five years. These 
commodities will be provided at 
the rates obtaining on ist June 
1995. Adequate financial provision 
is being made in the budget for 
this purpose. This is a 
revolutionary measure adopted by 
my Government. 
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17. Emoluments of Police 
Personnel 
The police personnel in the State 
was sanctioned an ad-hoc ex 
gratia increase of Rs. 75 p.m. 
from the 1st November 1992 
intended to remove the disparity 
which existed because of non- 
application of the pay-scales 
recommended by the Fourth Pay 
Commission, to the police 
personnel. The Shiv-Sena-BJP 
alliance in the State had 
promised it its Vachannama 
about the increase in the 
emoluments of the _ police 
personnel. In pursuance of this, 


Government has taken decision 


by which substantial increase in 
the salaries of the _ police 
employees has peen sanctioned 
with effect from the ist. July 
1995. This will involve an 
additional expenditure of about 
Rs.40 crores p.a. to the State 
exchequer. 


18.1 Annual Plan 


As the Assembly elections were 
held in March, 1995, it was not 


possible to finalise the size of. 


the Annual Plan for 1995-96 at 
that time. Necessary steps were 
taken by this Government in this 
regard and.the size of the 
Annual Plan for 1995-96 has 
now been fixed, in consultation 
with the Planning Commission, at 
Rs.5997.60 crores, as against an 
outlay of Rs.4400.00 crores for 
the Annual Plan for the year 
1994-95. This shows an increase 
of 34.25 per cent over the 
previous year. The State 
Government has decided to 
augment the size of the Flan of 
Rs.5907 crore by Rs.1€2 crore. 
Thus, the size of the Plan will 
be Rs.6069 crore. In the Annual 
Plan for 1995-96, priority has 
been given to the development 
of the sectors of Energy, 
Irrigation, Transport, ‘Water 
Supply, Agriculture and Rural 
Development. The Minimum 


Needs Programme will be 
implemented with renewed 
energy, in order to improve the 
standard of living of the deprived 
sections of society. 


18.2. Local Development 
Programme 


‘Small works which do not find 


place in the Annual District Plans 
and which are important local 
development programmes are 
taken up and completed under 
the Local Development 
Programme. Rs.50.00 lakhs per 
member of Legislative Assembly/ 
Council Constituency are made 
available since 1994-95. The total 
provision of Rs.183.00 crores has 
been made available in the 
Annual District Plans of the 
current financial year which 
includes 22 Tribal Development 
Constituencies. Under _ this 
programme, a few works could 
not be taken up and completed 
during the year 1994-95, due to 
the code of conduct for elections. 
Hence, the provisions made for 
this programme could not be 
utilised fully, which resulted in 
some works remaining 
incomplete. Hence the time limit 
for completing the incomplete 
works of the year 1994-95 has 
been extended upto 30th June 
1995, during the last session. | 
hope, this extension of time 
would enable the provisions 
made available to be utilised fully 
and the incomplete works will be 
completed. Government of India 
has made available Rs.1.00 crore 
per Member of Parliament for 
implementation of MPs Local 
Area Development Programme in 
the State during 1994-95. 
Provision is also being made by 
the Government of India for the 
year 1995-96.. This programme is 
being implemented through the 
District Rural’ Development 
Agency, District Collectors and 
Zilla Parishads on the basis of 
the guidelines given by the 
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Government of India. Thus, funds 
to the extent of Rs.23.00.lakhs 
could be available in addition for 
such works in each Assembly 
Constituency. | am sure, this will 
help in meeting the needs of 
local programmes of all the 
constituencies in a better way. 
19.1. Rural Drinking Water 
and Sanitation 
Programme 


An outlay of Rs.631.20 crores 
has been proposed under the 
State Plan for the Rural Drinking 
Water Supply and Sanitation 
Programme during the Villth Five 
Year Plan. During the year 1995- 
96, an outlay of Rs.204.89 
crores has been proposed, as 
compared to the outlay of 
Rs.132.18 crores during 1994-95. 
About 6,000  villages/wadis/ 
habitation are expected to be 
covered under this programme 
during the year. 


19.2 In addition to the above, 
two major externaliy aided Rural 
Water Supply and Sanitation 
Projects are being implemented 
in the State with the assistance 
of the World Bank and the 
Government of U.K. During the 
current financial year, an outlay 


of Rs.87.51 crores and Rs.10.67 © 


crores respectively, has been 


proposed under these two 
programmes. 
19.3. Construction of Toilets 


in the Rural Areas. 


As against nearly 21,000 private 
toilets constructed during the year 
1994-95, it is proposed to 
undertake a programme of 
construction 50,000 toilets this 
year. This programme will be 
acceleratec during the course of 
this year. Considering the 
importance of having public 
latrines for the women in the 
rural areas, a suitable programme 
is being drawn up for the 
purpose. 
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20. Safe and Clean 
Drinking Water 


A comprehensive white paper 
indicating permanent measures 
for tackling the problem of 
providing of safe and clear 
drinking water in both the rural 
and the urban areas of the State 
is under preparation. 

21.1. Mumbai Urban 
Transport Project 


The deteriorating quality of life in 
the Mumbai Metropolitan Region 
has been a matter of concern 
for some time. In: order to bring 
about qualitative improvement in 
traffic management in the 
Mumbai Metropolitan Region, 
Government has formulated a 
Mumbai Urban Transport Project, 
the second phase of which is 
proposed to be taken up in the 
near future. This project 
contemplates relocation of people 
and structures, which fall within 
the alignment of roads and 
bridges, which form part of the 
project. Their rehabilitation and 
resettlement forms an integral 
part of the project. 


21.2. Under the on _ going 
Prime Minister's Grant Project, an 
Urban Renewal Programme, a 
Slum Upgradation Programme 
and a Special Programme for the 
Redevelopment of Dharavi are 
under implementation. A sum of 
Rs.101.44 crores has been spent 
on this programme so far. 


21.3 The Mumbai Urban 
Development Project is also 
being implemented in the Mumbai 
Metropolitan Region, under which 
the upgradation and relocation of 
slums located on_ State 
Government land, private lands 
and BMC is being taken up. The 
cost of this project is expected 
to be to the tune of Rs.504.39 
crores, out of which the 
expénditure incurred so far is 
Rs.435.32 crores. 


them 


22. Reservation for Women 
in Technical 
institutions 


For achieving a meaningful and 
all-round development of women, 
it is necessary that their 
education is not restricted to the 
conventional fields. They also 
need to be given opportunity in 
the field of technical and 
vocational education to enable 
to participate in the 
development process and social 
progress. Towards this end, it 
has been decided to keep 25% 
of the seats in the tndustrial 
Training Institutes reserved for 
women. This reservation will be 
effective form the year 1995-96. 
it has also been decided to have 
a reservation of 20 per cent for 
women in the polytechnics. 


23. Change of the Name 
of Bombay to Mumbai 


As promised in the Vachannama, 
out Government has taken the 
decision to change the name of 
the city of Bombay to Mumbai 
and all the necessary legal 
processes have already been set 
in motion. 


24.1 Statutory Development 


The State Government was 
pursuing with the Government of 
India the proposal for establishing 
Development Boards for 
Vidarbha; Marathwada, and the 
Rest of Maharashtra under Article 
371(2) of the Constitution. The 
President of India has since 
issued an order that the 
Governor of Maharashtra shall 
have special responsibility for the 
establishment of separate 
development Boards for Vidarbha, 
Marathwada and the Rest of 
Maharashtra. These Boards were 
accordingly constituted by the 
Hon. Governor on 25th June 
1994. 


According to Clauses 7 and 8 of 
the Development Boards for 
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Vidarbha, Marathwada and Rest 
of Maharashtra Order 1994, the 
Governor has to ensure equitable 
allocation of funds for 
developmental expenditure over 
the areas of the Development 
Boards, subject to the 
requirements of the State as a 
whole. The Governor of 
Maharashtra has accordingly 
approved the following distribution 
of Annual Plan outlay for the 
year 1995-96. 


and approved by the Governor, 
the same would be included in 
the Annual Plan 1995-96. The 
Boardwise allocation of: this 
increased expenditure is shown 
in Col. 3 above. 


24.2. Removal of Regional 
imbalance 
The Fact Finding Committee 
appointed under the Chairmanship 
of. Prof. Dandekar identified a 
regional backlog of Rs.3186.78 


(Rs. in crores) 


Name of the Board Amount Undistributed Total 
allocated outlay 

Vidarbha Development 1304.89 43.86 1348.75 
Board 
Marathwada Development 1313.79 27.28 1341.07 
Board 
Rest of Mahrashtra 2375.30 28.86 2404.16 
Development Board , 
Indivisible Allocation 975.02 975.02 
Total 5969.00 100.00 6069.00 


After the Boards were set up in 
June 1994, it took some time for 
the Boards to study the issues 
related to the development of 
their regions and to finalise their 
recommendations. In the 
meantime, the Plan process was 
nearly completed and, therefore it 
was not possible to duly consider 
the recommendations of these 
Boards for inclusion in the 
Annual Plan 1995-96. However, 
considering balanced and 
equitable development as the 
main driving force behind the 
formation of these Boards and 
with a view to giving priority and 
importance to their 
recommendations as also to 
accelerate. development of 
backward regions, it has been 
decided to increase the Plan 
expenditure by Rs.100.00 crores. 
After these proposals of the 
Boards are duly scrutinised by 
the Administrative Departments 


crores in 9 _ sectors’ of 
development in 1984. With a 
view to removing this backlog, a 


regular provision is being made- 


in the Annual Plans of the State. 
Upto the beginning of the VIII 
Five Year Plan, an amount of 
Rs.2189.15 crores has been 
spent for this purpose. As per 
the cost norms prevailing in 
1992, the amount required for 
removing the remaining backlog 
at the end of 1991-92 was 
Rs.3261.00 crores. For this 
purpose, an outlay of Rs.2456.00 
crores has been kept in the VIII 
Five Year Pian. Ouring the years 
1992-93, 1993-94 and 1994-95, 
outlays of Rs.498.00 crores, Rs. 
497.80 crores and Rs. 500 
crores respectively were provided 
for removal of backlog in the 
Annual Plans. For the current 
year, by enhancing this outlay by 
the sizeable amount of Rs.200.00 
crores, Hon. Governor has 


agreed to allocate Rs. 700.00 
crores for this purpose. The 
Boardwise distribution of this 
outlay is as under : 


(Rs. in crores) 


Name of the Board Outlay 
Vidarbha Development . 
Board 307.00 
Marathwada 

Development Board 191.00 
Rest of the 

Maharashtra 
Development Board 202.00 
Total 700.00 
25.1. Foodgrain Production 


and Drip Irrigation 


Even though heavy rains and 
floods had washed away standing 
crops of about 2.57 lakh hect. of 
cultivated land, mostly in 
Vidarbha, the foodgrains 
production was about 125 lakh 
M.T. during 1994-95. For the 
year 1995-96, the target for 
foodgrain production has been 
fixed at 146 lakh M.T. The 
outlay available under crop 
husbandry for 1994-95 was Rs. 
48.46 crores. It is proposed to 
enhance it to Rs. 54.99 crores 
for the year .1995-96. 
Maharashtra is the first State in 
the country to. implement the 
Drip Irrigation Scheme on a large 
scale. This is necessary for the 
optimum. utilization of the scarce 
water resource in the drought 
prone areas. During the year 
1994-95, approximately 17,000 
hect. of. lands were brought 


under Drip Irrigation at a total 


cost of As.24 crores. For the 
year 1995-96 the Centrally 
Sponsored Drip Irrigation Scheme 


-has been modified and the upper 


limit of one hect. has been 
removed. The total grant-in-aid 
admissible under the modified 
scheme is 50 per cent of 
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expenditure incurred, subject to al 
limit of Rs.15,000 per hect. It 
has been decided that the State 
Government would supplement 
this grant-in-aid by Rs.5,000 per 
hect., subject to thé limit of 50 
per cent of the expenditure. The 
combined scheme of the Central 
and State Governments for drip 
irrigation is thus proposed to be 
implemented in the horticulture 
programme. The scheme of 
grant-in-aid for sugarcane and 
other crops out of the State 
funds would continue to operate. 
During the year 1995-96, funds 
to the extent of Rs. 37.90 crores 
would become available for the 
Drip Irrigation Programme and 
-around 25,000 hects. of land 
would be brought under drip 
irrigation. 


25.2. A composite irrigation 
project has been taken up in 
Maharashtra with the assistance 
of the World Bank. It is 
proposed to spend Rs. 8 crores 
during 1995-96 on the Crop 
Water Management Programme 
under this project. 


26. Horticulture 
Development 


it is proposed to cover a total 
area of 10 lakh hectares during 
the Villth Five Year Plan under 
various fruit crops. An additional 
area of 1.25 lakh hectares in 
1995-96 will be covered under 
the EGS linked Horticulture 
Development Programme which is 
being implemented in 
Maharashtra since 1990-91. For 
horticulture apart from the EGS 
funds, an outlay of Rs. 11.24 


crore from the State Plan and_ 


Rs. 19.53 crore from the Central 
Government has been proposed 
during the year 1995-96. This 
compares favourably with the 
outlay of Rs. 4.65 crore under 
the State Plan and Rs. 10.63 
crore from the Central 
Government during 1994-95. It is 
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expected that 2 orange packing 
and processing units under 
construction at  Morshi in 
Amravati district and Katol in 
Nagpur district will be 
commissioned in 1995-96. 


27.1. Animal Husbandry 


The total plan outlay for Animal 
Husbandry activities is proposed 
to be raised from Rs. 1079.63 
lakhs in 1994-95 to Rs.1757.24 
lakhs in 1995-96. Further, it is 
proposed to increase the plan 
outlay for Dairy Development for 
1995-96 from Rs.360.64 lakhs in 
1994-95 to Rs.1000.00 lakhs for 
the current year. 


27.2. In order to provide better 
health care to animals, 198 
Veterinary Aid Centres are 
proposed to be opened in 1995- 
96 as against 57 in 1994-95. 
Similarly, 101 Veterinary Aid 


Centres are proposed to be ~ 


upgraded to the status of 
Veterinary dispensaries as against 
29 in 1994-95. A scheme was 
sanctioned for sheep and. goat 
rearing under stall-fed corditions 
in 1994-95. This scheme will be 
continued in 1995-96, and an 
outlay of Rs.18.4 lakhs, has 
been proposed, which is higher 
than the provision of Rs.15.00 
lakhs made last year. 


27.3. Eradication of 
Rinderpest. | 


Maharashtra State has under 
taken, with Central Assistance, 
the programme of __ total 
eradication of the dreaded cattle 
disease of rinderpest. In the first 
phase of the programme, 100 
per cent preventive vaccination 
programme has been undertaken 
in the 3 districts at the inter- 
State borders. This programme 
was extended to 9 other districts 
for the year 1994-95. As the 
result of this crash campaign of 
vaccination the Central 


Government has. shifted the State 
of Maharashtra from the extra 
sensitive category to the partially 
immune category. 


28. Fisheries 
The State Government has 
requested the Central 


Government to locate one 
hatchery out of the two. that 
Government intends setting up in 
the. coastal States, in 
Maharashtra. Special attention is 
being paid to improve the 
infrastructural facilities available in — 
the 180 landing centres for fish 
along the coastline and also to 
the development of small fishing 
ports. An outlay of Rs.1,068.34 
lakh has been provided under 
fisheries for the year 1995-96. 
There is a step-up of 13% over 
the outlay sanctioned for 1994- 
95. 


29.1. Industrial Development 


The Government of Maharashtra 
has formulated an Industrial 
Policy which will enable the State 
to obtain maximum benefit from 
the Government of India’s 
liberalized policy for the. 
promotion of industrial growth. 
Even though the investment in 
the industrial sector in 
Maharashtra continues to be: 
higher than in any other State, 
intensive efforts will be made in 
the coming years to improve this 


infrastructure. The State 
Government proposes to 
concentrate on the agro 


processing industry in the State 
and will welcome the participation 
of the private sector in this 
sphere. 


29.2 This Government would 
welcome. and encourage 
investment by the private sector 
for the development of a better 
industrial infrastructure in the 
State. It will be the endeavour of 
our Government to ensure that 
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the industrial development is 
evenly balanced, and particular 
‘attention is paid to the 
industrially backward areas, 
particularly in Vidarbha, 
Marathwada and the Konkan. 


30.1. Energy 


Provision of adequate power is 
the prime necessity for the 
growth of the industry and allied 
activities in any State. This 
Government is conscious of its 
responsibilities in this regard and, 
therefore, an outlay of Rs.791.71 
crores has been provided for the 
execution of the Thermal Power 
Schemes of the Maharashtra 
State Electricity Board for the 
year 1995-96. This compares 
favourably with Annual Plan 
allocation of Rs. 750.54 crores 
for the year 1994-95 made by 
the previous Government. 


30.2. Electricity Connections 
for Agriculture Pumps 


When the new Government came 
into power, there were nearly 
1,70,000 pending applications of 
the agriculturists who had applied 
for the agriculture pumps, along 
with the necessary deposits but 
were not given electricity. This 
Government has taken a decision 
to supply electricity connections 
to the these applicants during 
1995-96. 


30.3. The erstwhile Government 
had introduced the Krishi Ganga 
Scheme under which electricity 
connections were provided to 
those who paid deposits of 
R's.20,000 towards the connection 
charges and against the 
electricity bills irrespective of their 
place in the waiting list. Our 
Government has decided to 
discontinue this scheme. 


30.4. The Maharashtra Energy 
Development Agency was set up 
by the Government of 
Maharashtra to undertake 


programmes for the development 
of non-conventional and 
renewable source of energy of 
the State. For the year 1995-96, 
an outlay of Rs. 3 crore has 


been provided for these 
schemes. 
31.1. Roads 


-It is of prime necessity to have 


good quality roads in the State 
in order. to ensure overali 
development. As against the 
initial provision of Rs.681.00 crore 
initially made in 1994-95 for the 
construction, strengthening and 
repairs of roads, it is proposed, 
at this stage, to provide 
Rs.965.25 crore for this purpose 


during 1995-96. This sum will be 


utilised for the development of 
roads taken up under the World 
Bank Assisted Project, the 
removal of the backlog from the 
last year and for connecting 
remote villages by good quality 
roads under the Minimum Needs 
programme, construction of all 
weather roads in inaccessible 
areas under the Tribal Sub Plan 
and maintenance and repairs to 
roads, etc. 


31.2. Works on the National 
Highways 


The works on the National 
Highway are under, the purview 
of the Central Government which 
make available to the State 
Government . grant-in-aid for 
executing them. However, this 
grant-in-aid is inadequate and, 
the State Government, of its own 
initiative, started certain important 
works on the National Highways. 
These works include mainly in : 


1. Surface of Palaspe-Wadkhal 
Section of Mumbai-Konkan- 
Goa National Highways. 


2. Surface of the Palaspe 
schedule and some 
sections near Lonawala on 
the Mumbai-Pune Highway. 


3. Surface improvement on 


the roads of Bhivandi by- 
pass. 


4. Improvement to some 
sections on the Mumbai- 
Ahmedadbad Road. 


5. Additional grants for the 
continuing work of Kanhan 
Bridge. 

6. Surface improvement of 
some sections of Nagpur- 
Hyderabad National 
Highway No.7. 


7. Surface improvement of 
Nagpur-Dhule National 
Highway No.6. 


Last year the State Government 
had sanctioned a grant of 
Rs.53.66 crores for the works 
mentioned above. It is proposed 
to make suitable provision during 
the current year also _ for 
completing these incomplete 
works. The State Government 
intends to get the expenditure 
reimbursed from the Central 
Government in due course. 


Apart from the works mentioned 
above, it is proposed to 
undertake the work of 
construction of the Mumbai-Pune 
Express way urgently through 
privatisation. This work will be 
undertaken according to a time- 
bound programme. 


32. Bridges 


In order to mitigate traffic 
congestion in Mumbai, it was 
decided to construct six fly-overs 
in the city. Two fly-overs are 
now complete and _ three 
additional fly-overs are expected 
to be completed in 1995-96. 


33.1. Major, Medium and 
Minor Irrigation 
Projects 

During 1994-95, the State 


Government invested Rs.887.32 
crore. in Major and Medium 
Irrigation Projects. Similarly, an 
expenditure of Rs.229.12 crores 
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was incurred on Minor Irrigation 
Projects, bringing the total to 
Rs.1116.44 crores. This 
investment is expected to 
generate about 1 lakh hectares 
of irrigation potential by June 
1995. During 1995-96, the total 
provision proposed so far is 
Rs.776.65 crores which would 
lead to creation of 66000 
hectares of irrigation potential by 
June 1996. Besides this a 
provision of Rs.587 crores is 
proposed to be made available 
through supplementary demands 
for State level Schemes under 
major, medium and_= minor 
irrigation. 


33.2. Krishna Valley Project 


To enable the State Government 
to achieve the target of making 
full utilization of the waters of 
the Krishna Valley before the 
year 2000 A.D. as per the 
Tribunal award, the Government 
has spent around Rs.418 crores 
in 1994-95 on the State level 
major, medium and_ minor 
irrigation projects. During the year 
1995-96, provision of Rs.163 
crore has already been made. A 
further provision of Rs. 300 
crores will be included in the 
Supplementary Demands for 
Rs.587 crore mentioned above 
for this purpose. Thus, during the 
year 1995-96, funds to the extent 
of Rs.463 crores would become 
available for the Krishna Valley 
project. | 


34. Command Area 
Development 


The main activities proposed in 
the Command Area Development 
Programme are construction of 
field channels, drainage, 
Warabandi, training to grass root 
level functionaries and farmers 
and conducting research on 
irrigated agriculture. Two 
externally aided projects are also 
being implemented under the 
CADA Programme. An 


‘view of. this, 


expenditure of As.77.00 crores 
has been incurred during the 
year 1994-95. An outlay of 
Rs.95:67 crores has been 
proposed for the year 1995-96. 


35. Hydro Electric Project 


There are 13 hydro electric 
projects under construction, out 
of which the Sardar Sarovar 
Project is an Inter-State one. 
After commissioning of all these 
13. projects, the expected 
increase in the total installed 
capacity of hydro-electric power 
will be 1739.20 MW. An 
expenditure of Rs. 240 crores 
approximately has been incurred 
during 1994-95. An outlay of Rs. 
290.94 crores has been proposed 
for the year 1995-96. — 


36.1. Mid Vaitarna Project 
in order to keep pace with the 


-increasing population of the city 


of Greater Mumbai, there is an 
urgent need to develop new 
water sources at an accelerated 
pace. At present, the drinking 
water requirement of the city is 
about 3,400 mid, while the 
supply is around 2,700 mid. In 
the Municipal 
Corporation of Greater Mumbai 
has prepared a project called “ 
Mid Vaitarna, Stage IV” for 
augmenting the water supply in 
Mumbai City. The _ project 
envisages construction of a dam, 
a tunnel between the over 
Vaitarna and Tansa reservoirs 
and a new after treatment plant. 
The project cost is estimated at 
Rs.570 crore. On completion, it 
is expected to provide an 
additional amount of water to the 


tune of 455 mid. A provision of 


Rs.25.00 crore has been 
proposed for this project for 
1995-96. 


36.2 Further, a Navi Mumbai 
Sewage Disposal Project is 
expected to commence this year. 
The total cost will be around 


Rs.550 crores and the project is 
expected to be completed by 
1998-99. Out of the total 

expenditure on this project, 40 


per cent will be met by the 


Greater Mumbai Municipal 
Corporation and funds will be 
made available to the extent of 
60 per cent from the World 
Bank. 
37.1. Resettlement and 
Rehabilitation of 
Sardar Sarovar 
Oustees in 
Maharashtra. . 


The Sardar Sarovar Project 
involves four States, viz., Gujarat, 
Maharashtra, Madhya Pradesh 
and Rajasthan. The Narmada 
Water Disputes Tribunal was 
constituted by the Government of 
India to resolve the dispute - 
regarding water and power 
sharing problems among the | 
participating States, the award of 
which was binding on all the 
States. The Government of 
Maharashtra has framed a liberal 
rehabilitation policy for the project 
affected persons and_ the 
rehabilitation package provided by 
the Government far exceeds the 
provisions made under the 
Award. For this purpose, an 
additional burden of Rs. 25 to 
Rs. 30 crore is expected. 


37.2. 24 villages from Akrani 
taluka and 9 villages from 
Akkalkuwa_ taluka of Dhule 
district, will be emerged fully or 
partially, once the project is 
complete. Out of the 3,113 
affected families from 
Maharashtra and around 1,000 
families in Gujarat. A time-bound 
action plan has been worked out 
for this programme. . 


38. Water Conservation 
Programme 
Maharashtra is principally a 


drought prone State. Hence, to 
improve the conditions of the 
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people in the drought prone 
areas and to make the State 
self-sufficient in  foodgrains, 
implementation of suitable water 
conservation measures is of 
prime importance. 35,717 villages 
in this State are dependent on 
rains. Out of these villages, 
8,781 villages have been 
identified for treatment under the 
Water Conservation Programme 
during the VIIl Five Year Plan. 
Funds to the extent of Rs.300 
crores would be spent from 
Employment Guarantee Scheme 
as well as Plan funds. 


39. Natural Calamities 


There were heavy floods between 
June and September 1994, 
particularly in Nagpur and 
Amravati Divisions, which caused 
severe loss to life and property. 
The assistance given to the 
victims of these calamities by the 
previous Government was 
meagre. Hence, a bold decision 
has been taken to substantially 
increase this assistance -with 
effect from ist April 1995. The 
rate of gratuitous relief has been 
raised from Rs. 250 per head to 
Rs. 450 per head. For 
construction of houses Rs.10,000 
and Rs.4,000 are given as loan 
and grant respectively. For 
repairs to houses, this assistance 
is Rs.3,000 and _ Rs.2,000 
respectively. 


40. Earthquake Relief 
Programme 


The Maharashtra Emergency 
Earthquake Rehabilitation Project 
consists of six components, viz., 
Housing, Infrastructure, Social 


Rehabilitation, Economic 
_ Rehabilitation, Community 
Rehabilitation and _ technical 


assistance. Under Housing, nearly 
7000 houses’ have_ been 
constructed out of the proposed 
23,974 houses. Construction of 
the remaining houses is in 
progress. By the end of April 


1995, the work of repairs and 
strengthening of the houses was 
completed for 4348 houses and 
the work is in progress with 
regard to 32,936 houses. The 
total expenditure incurred towards 
Earthquake Relief and 
Rehabilitation during the period 
from 1st October 1993 to 31st 
March 1995 amounts. to 
Rs.300.16 crore. During 1995-96, 
a provision of Rs.405.17 crore 
has been’ proposed for 
undertaking the various 
components of the Project. 


41.1. Social Welfare 
A Special Component Plan is 


being implemented in the State 


since 1979-80 for the economic 
uplift of Scheduled Castes and 
Neo Buddhists. Under this 
Special Component Plan, a 
provision of Rs. 390.28 crores 
was made in 1994-95 which was 


8.87 per cent of the total State 


Annual Plan. During 1995-96, a 
quantum jump has been made a 
provision of Rs.550 crores had 
been made for this purpose. 


41.2 Slum Improvement 


The problems of slum dwellers in 
Mumbai are extremely difficult of 
solution. Nearly 40 to 50 lakhs 
people, which would be almost 
half the population of Mumbai, 
are living in slums. The State 
Government has in the past 
provided civic amenities to the 
slum dwellers. It has, however, 
been the experience that these 
amenities get over exploited and 
ultimately become un-workable. 
This Government has 
implemented the slum 
upgradation programme. However, 
considering the land prices in 
Mumbai, no permanent solution 
to the problem is insight. In 
1991 the then Government had 
formulated the guidelines. under 
the Development Control Rules, 
1991 and these rules provided 
for slum redevelopment. However, 


these: provisions could not be 
implemented to any appreciable 
extent. For this purpose, we 
have appointed a study group 
which will take a review of the 
various difficulties and the 
physical achievements of the 
slum development scheme and 
propose a suitable scheme for 
providing tenements to around 40 
lakh slum-dwellers free of cost 
as promised in the Vachannama 
of the ‘Shivsena-BJP alliance. The 
Study Group is expected to 
submit its report shortly. 


41.3 Maharashtra Bhushan 
Awards 


The State Goverrment had taken 
a decision to award Maharashtra 
Bhushan Puraskar every year. 
Under this scheme, an award of 
Rs. 5 lakhs, along with a 
memento, will be given to one 
person each from the four fields 
of Arts, Literature, Science and 
Sports, for outstanding 
achievement. The scheme is 
being drawn up and its outlay is 
being finalised by a Committee 


comprising experts. 


42. Konkan Railway 


For the 760 km long Konkan 
Railway route, (Roha-Mangalore) 
Maharashtra has contributed ‘to 
the total share capital of 
Rs.600.00 crores. The State’s 
share of Rs. 132.00 crores has 
already been released to the 
Corporation. The work of Konkan 
Railway is in progress and the 
goods traffic is expected to 
commence by the end of 1995 
and passenger traffic from the 
month of March 1996 or even 
earlier. 


43. Mega City Programme 


According to the directives of the 
Planning Commission and the 
Ministry of Urban Development, a 
Mega City Programme, with an 
outlay of Rs.800 crores over a 
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five year implementation period, 
has been drawn up. The 
implementation of this programme 
will commence in 1995-96. 
During the year, an International 
Finance and Business Centre at 
the Bandra-Kurla Complex is 
being developed by the Bombay 
Metropolitan Region Development 
Authority (BMRDA). Initially, 
infrastructure development and 
allotment of plots for various 
financial institutions will take 
place during the year. The 
BMRDA will also continue its 
development programme on 
projects like the Mahim Nature 
Park and the Wadala Truck 
Terminal. An outlay of Rs. 40.00 
Crore has been proposed under 
Urban Development for this 
purpose. 


44. Integrated Development 
of Small and Medium 
Towns 


A scheme for the all-round 
development of small and 
medium towns in the State has 
been implemented right from the 
Vith Five Year Plan period. While 
substantial loan assistance is 
available from the Centyral 
Government, a provision is made 
by the State Government for this 
purpose as well. In 1994-95, the 
provision made was Rs. 154.78 
lakhs. An outlay of Rs.239.48 
lakhs has been provided for this 
scheme during the year 1995-96. 


45.1. Jawahar Rozgar Yojana 


Government has set a target of 
generating Rs.45.90 crores 
mandays during the Vilith Five 
Year Plan period requiring funds 
to the tune of Rs.1,090,00 
crores. Under various JRY 
components, Rs.33.88 crores 
mandays have been generated 
during the period from 1992-93 
to 1994-95 by incurring and 
expenditure of Rs. 907.03 crores. 


45.2. For the year 1995-96, a 
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provision of Rs.117.27 crore has 
been made whereby additional 
3.05 crore mandays would be 
generated. 


46.. Integrated Rural 
Development 
Programme (IRDP) and 
Maharashtra Rural 
Credit Pproject 


These are ongoing schemes of 
the Government, under which 
financial outlays are made every 
year. During the year 1995-96, 
an outlay of Rs.102.42 crores 
has been proposed to assist 
1.62 lakh families living below 
the poverty line, under the |. R. 
D. P. Further, it is proposed to 
spend Rs. 12.00 crores on the 
training of 15,000 young persons 
below the poverty line during the 
year. The Maharashtra Rural 
Credit Project is being 


implemented with the assistance 


of the International Fund for 
Agricultural Development, under 
which 3,900 families living below 
the poverty line will be assisted 
during 1995-96. 


47.1. Water Supply and 
Sewerage 
There are 12 Municipal 


Corporation and 232 Municipal 
Councils in the State. The State 
Government is committed to the 
supply of safe drinking water to 
all these urban local bodies. An 
outlay of Rs. 186.30 crores was 
provided in the Annual Plan for 
1994-95 while the provision made 
in 1995-96 is to the tune of Rs. 
280.00 crores. Out of this, Rs. 
150.00 crores will be provided to 
the Maharashtra Water Supply 
and Sewerage’ Board for 
executing Schemes for the 
supply of drinking water outside 
Mumbai. 

47.2. Nagpur is the second 
capital of Maharashtra and, 
therefore, special efforts are 
being made for its development. 
During the cutrent financial year 


1995-96, Rs. 15.00 crores will be 
sanctioned for the all-round 
development of Nagpur city. 


48. Higher Education 


For the purpose of providing. 
higher education facilities in all 
the talukas of the State, it is 
proposed to extend permission to 
open new colleges in 9 talukas 
to the educational institutions if 


_ their proposals are recommended 


by the universities. The new 
colleges will be given 100 per 
cent grants from the first year. 


49. Technical and 
Vocational Education 


For the purpose of strengthening 
and modernization of Technical 
Education, a _ provision of 
Rs.48.40 crores has been 
proposed for 1995-96. The State 
Government has also made a 
provision of Rs. 25.92 crores for 
the Vocational Training 
Programme, which has been 
undertaken with World Bank 
assistance. 


50.1. Employment 


Provision of Rs. 147.92 lakhs, 
including Rs. 119 lakhs for 
Employment and Rs. 28.92 lakhs 
for Employment Promotion 
Programme, has been earmarked 
for the year 1995-96. An 
additional provision of Rs. 171.08 
lakh for Employment Promotion 
Programme and Rs. 4295.00 
lakhs for honorarium to Educated 
Unemployed is also earmarked. 


50.2. Reimbursement of 
travel expenses to the 
unemployed travelling 
for interview 


Maharashtra State has a large 
number of unemployed persons, 
and the number is increasing. A 
candidate has to undertake 
journey and incur expenditure for 
being present at the interview 
centres. Considering the rising 
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cost of travelling, these 
candidates have to face severe 
financial problems. At present, 
the reimbursement of travel 
expenses for those arriving for 
interview is available only to the 
candidates belonging to the 
Backward Classes. In’ order, 
therefore, to relieve such financial 
burden on the unemployed to 
some extent, it has been decided 
that all those who have to 
undertake the journeys for 
interview for recruitment to the 
permanent posts under the State 
Government, Zilla Parishad, 
Municipal Corporations, Municipal 
Councils, State Public 
Enterprises, etc. will be 
reimbursed as per the orders 
issued on 2nd May 1995. This 
reimbursement will be available 
only in respect of journeys 
undertaken by rail or by State 
Transport buses. 


51.4: 


During the year, 1994-95,under 
Indira Aawas Yojana, 20,000 
houses have been constructed 
for SCs/Sts and freed bonded 
labourers and beneficiaries of 
other categories below the 
poverty line. For 1995-96, this 
target would be increased by 
3.50 times and Government has 
decided to construct 71.000 
houses at an estimated cost of 
Rs. 105,80 crores. 


Indira Aawas Yojana 


51.2. Ideal Village Scheme 


312 Villages have been identified 
under the Ideal Village Scheme 
and Integrated Rural Development 
Projects for these villages have 
been prepared. Activities like 
Shramdan, prevention of stray 
cattle grazing and illicit tree 
felling, prohibition and eradication 
of atrocities on women would be 


implemented under this 
programme. 
52.1. Public Health 


Maharashtra has always remained 


in the forefront in the successful 
implementation of various health 
programmes. It is proposed to 
increase the Annual Plan outlay 
for Public Health from Rs. :7,133 
lakhs on 1994-95 to Rs. 9609.94 
lakhs for 1995-96. This includes 
a Tribal Sub Plan outlay of Rs. 
2,375.35 lakhs during 1995-96. 
Besides this, the State 
Government implements. the 
Employees State Insurance 
Scheme under which medical 
services are provided to workers 
covered under this scheme. In 
1994-95, the Plan outlay for this 
Scheme was Rs. 57.37 lakh, 
which is proposed to be 
increased to Rs. 9862 lakh 
during 1995-96. Further, in 1995- 
96, the ESIS is proposed to be 
extended to 18 new places. 
52.2. Savitribai Phule Kanya 
Kalyan Yojana 


The Government is committed to 
the ideal of raising the social 
status and prestige of women. 
With this in view, a scheme was 
introduced earlier under which 
couples with only one or two 
girl-children and no son, who 
volunteered for sterilisation, were 
suitable awarded. This scheme is 
being revived in 1995-96 in a 
revised form with a view to 
encouraging acceptance of a girl- 
child in the family. Under this 
scheme, entitled “Savitribai Phule 
Kanya Kalyan Yojana”, couples 
with only one or two daughters 
but no sons who volunteered for 
sterilisation would be awarded 
gifts to the tune of Rs. 7,500 
and Rs. 5,000 respectively in the 
form of National Savings 
Certificates or Unit Trust of India 
Certificates. 


52.3. Eradication of Polio 


Polio is a very serious ailment of 
children bringing about permanent 
disabilities. To achieve eradication 
of polio in a very short time, it 
is necessary that all the children 


are vaccinated simultaneously. 
The Delhi State Administration 
had successfully launched this 
campaign last year. The Central 
Government has also decided to 
launch this campaign at the 
national level. To achieve the 
objective of eradication of polio 
within the next two-three years, it 
has been decided to launch a 
Statewide campaign from the 
year 1995 onwards. 


52.4. Health Services 


Based on the population figures 
of 1987, the State Government 
has sanctioned the required 
number of health institutes ton 
make available various health 
services to groups of villages. 
The extent and the scope of the 
various facilities available in the 
primary health centres and rural 
hospitals .will be reviewed and 
the institutions will be 
strengthened. The master plan 
for the health institutes based on 
the 1991 Census figures is being 
prepared and new _ health 
institutes will be sanctioned in a 
phased manner. 


52.5. Super Speciallities 


The incidence of heart disease, 
cancer, kidney ailments, 
orthopaedic diseases, paediatric 
surgery, plastic surgery and 
accidents has been on the 
increase in the rural areas as 
well as in the cities. The 
necessary facilities are not 
available in the Government 
hospitals except in Mumbai. 
Whatever facilities are available 
are short of the requirements. 
These facilities are available in 
the private hospitals in the 
metropolitan cities like Mumbai. 
However, they are extremely 
expensive and beyond the reach 
of the common man. In order to 


‘ensure that adequate treatment 


for the various ailments become 
available at all places, for which 
the facilities of conducting various 
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tests and treatment, etc. become 
available at the local level, it has 
been decided, as a matter of 
policy, to start super specialities 
at the divisional level at the 
district hospitals or the hospitals 
attached to the medical colleges 
in a phased manner. A beginning 
in this regard will be made in 
the Nasik Division. 


52.6. Considering the special 
circumstances in the Marathwada 
Region, the general hospital at 
Beed is proposed to. be 
upgraded. 


53. Tourism 


For the preservation of Ajanta 
and Ellora, there is a Special 
Conservation and Tourism 
Development Project. The total 
cost of this project is estimated 
at Rs. 195.61 crores, out of 
which the State Government will 
contribute Rs. 139.73 crores. The 
first phase of the project costing 
Rs. 81.74 crores is expected to 
be completed by December 1996. 
The Government of Japan has 
also sanctioned substantial loan 
assistance for this project. 


Modernization of 
Police Force 


54.1. 


For the modernization of the 


police force, the Centra 
Government gives _ financial 
assistance to the _ State 


Government in the form of 50 
per cent loan and 50 per cent 
grant. The following are the main 
components of the scheme of 
modernization : 

1. Weaponry and modern 
equipment like bomb 
suppression blankets, Voice 
scramblers, satellite 
telephones, etc. 


2. Replacement of old vehicles 
and purchase of additional 
new vehicles. 


3. Computerisation. 
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4. Wireless and Fax machines 
and other electronic 
equipment. 


5. Strengthening of transport 
section. 


Besides, for maintaining law and 
order and to combat the menace 
of the Naxalities, militants, ganmg 
wars etc., special preventive 
measures are being taken by the 
Police Department. 


A total provision of Rs. 22.47 
crore has been proposed in the 
additional budget through Section- 
| New Items. 


54.2: Coastal Security 
Scheme 


After the serial bomb blasts in 
Mumbai on 12th March 1993, the 
vulnerability of the vast coast 
running into 750 Kms. in 
Maharashtra was highlighted and, 
therefore, the State Government, 
in’ consultation with the 
Government of India, had 
launched a joint coastal patrolling 
on the shores of Maharashtra. 
Besides the police personnel, the 
representatives of Indian Navy 
and Customs are also associated 
with the joint coastal patrolling. 
Government of Maharashtra is 
spending about Rs. 3.50 crores 
every year towards the hiring 
charges of about 35 trawlers for 
the joint coastal patrolling. At the 
instance of the Government of 
Maharashtra, the Union Home 
Ministry had agreed to take over 
the entire responsibility of off 
shore coastal patrolling by way 
of acquiring high speed boats 
and by nominating a Central 
agency to undertake this 
responsibility. Government has 
also taken measures’ to 
strengthen the on shor policing 
by way of strengthening the 
police set-up along the coast 
line. A comprehensive plan is 
being prepared to strengthen the 


pelicing on the ground along the 
coast and the Government would 
soon sanction the plan. 


55. Strengthening of 
Consumer Disputes 
Redressal Courts. 


The Government has set up the 
State Consumer Redressal 
Commission, along with district 
Consumer Disputes Redressal 
Forums, in each district. It has 
now. been decided to provide an. 
additional financial outlay of Rs. 
3,90 crores during 1995-96, over 
and above the plan allocation, as 
a one time grant to improve the 
infrastructural facilities of these 
forums. 


56.1. 
Under the Maharashtra Forestry 


Social Forestry 


Project, the Agro-Forestry 
Programme __ of Nursery 
development through’ Tree 


Growers Co-operative Societies is 
proposed to be implemented 
during 1995-96. For this 
programme, an allocation of Rs. 
46 lakhs has been provided in 
the Annual Plan 1995-96. 


56.2. The approved outlay for 
social forestry sector for the VIII 
Five Year Plan is Rs. 97.12 
crores and the expenditure 
incurred so far is Rs. 43.22 
crores. 


57.1. Nehru Rozgar Yojana 


The scheme of Nehru Rozgar 
Yojana is being implemented in 
all the 12 Municipal Corporations 
and 232 Municipal Councils in 
the State. The scheme of Urban 
Micro Enterprises under the 
Nehru Rozgar Yojana has two 
components, viz., Loan and 
subsidy 2nd. training and 
infrastructure support. 25% of the 
cost of a Micro Enterprise unit, 
subject to a ceiling limit of Rs. 
4.000, is available as subsidy 
and 75% of the unit is funded 
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by banks as loan. 


57.2 Upto 31st March, 1994, 
‘loan and subsidy amounting to 
Rs. 34.47 crores and Rs. 10.89 
crores respectively have been 
released to beneficiaries and 55, 
109 units have been set up 
under the loan and_ subsidy 
scheme. Similarly, 32, 277 
persons have been trained under 
the training scheme in the State. 


During 1994-95 around 20,000 
persons have assisted for setting 
up units under NRY throughout 
the State in urban areas. We 
hope to improve on this during 
1995-96, through this scheme is 
not a target oriented scheme. 


58.1. Prime Minister’s 
Rozgar Yojana (PMRY) 
The Prime Minister has 


announced the ‘PMRY’ with the 
object of providing employment to 
- over 40 million educated 
unemployed of the country. Since 
2nd October 1993, the scheme 
is applicable only to urban areas 
during 1993-94 and, thereafter, it 
is applicable to both rural and 
urban areas. It is being 
implemented by the Directorate 
of industries with the help of 
nationalised scheduled commercial 
banks. 


98.2. The scheme is applicable 
to the unemployed who are 
minimum’ 10th failed and have 
passed the ITI/Government 
recognised course of 6 months 
and in the age group of 18 to 
35 years having an annual family 
income not exceeding Rs. 
24,000. Maximum project cost 
allowed is upto Rs. 1 lakh with 
5% margin from the unemployed 
and loan finance of 95% from 
the banks. A subsidy of 15% 
upto a maximum of Rs.7,500 
would be available from the 
Government. During 1993-94, 
against the target of 4,630 


beneficiaries, the State has been 
able to cover 4;850 persons. 
During 1994-95, against the 
target of 20,500, the achievement 
is 26,551. The target for 1995-96 
is 35,900. 


59. Financing of Film 
industry 


Besides being the industrial, 
commercial and financial capital 
of the country, Mumbai has the 
distinction of also being the 
capital of the film industry in the 
country since maximum number 
of films are produced in Mumbai 
every year. Hon’ble Members are 
aware that the funds required for 
this industry are huge and, at 
present, they are often said to 
be raised by irregular means. 
This is because this industry has 
not been recognised as an 
industry eligible for bank and 
institutional finance. As a result, 
its ‘funding is not done from 
these regular sources. This is 
not a desirable state of affairs. It 
is, therefore, proposed to take 
up, with the Government of 
India, the question of making the 
film industry eligible for financing 
by banks and __ financial 
institutions. 


The state Government canalso 
consider the feasibility of funding 
the film industry through bank or 
institutional finance. 


PART Il 


60. Budgetary Position 


While presenting the interim 
budget in March 1995, it was 
anticipated that there would be a 
surplus of Rs. 73.38 crore. This 
however, increased to Rs. 120.88 
crore due to reallocations of 
Rs.47.50 crore subsequently 
made. This surplus, however, did 
not take into account the burden 
of Non-Plan New Items and. also 


Plan outlay which had not been 
budgeted. The burden on account 
of the non-Plan New Items 
presented through the additional 
budget (Rs. 216.88 crore) and 
the Plan outlay budgeted through 


the additional budget (Rs.301.19 


crore) along with the outlay of 
Rs. 149.56 crore still remaining 
unbudgeted will mean that the 
surplus would get converted into 
a deficit of Rs. 546.75 crore. 
These figures are with reference 
to the Plan size of Rs.5,907 


crore settled with the approval of 


the Planning Commission. This 
outlay has later been augmented 
by the State Government by Rs. 
162 crore and the revised outlay 
has been allocated among the 
three Statutory Development 
Boards by the Governor of 
Maharashtra. Resources to meet 
this additional outlay of Rs.162 
crore will identified separately 
during the course of the year. 


After the presentation of the 
interim budget, there has been a 
betterment of Rs.275.00 crore 
due to : 
1. increase in the Central 
Assistance (Rs.110.00 crore) 
2. increase in the O.M.B. 
Quota (Rs.40.00 crore); and 
3. receipt of Rs. 125.00 crore 
from MSEB towards 
recovery of arrears. 


This would reduce the deficit to 
Rs.271.75 crore. 


The net effect of the various 
measures which | shall now 
enumerate will be a gain of 
about Rs.98.01 crore during this 
year. This will reduce the deficit 
to Rs.173.74 crore. We propose 
to gear up our tax recovery 
machinery during the course of 
the year and also tighten up 
economy measures which would 
mean a net addition of Rs.120 
crore to our revenue. This would 
result in the reduction of the 
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deficit te Rs. 53.74 crore. | 
propose to leave this deficit 
uncovered for the moment. 


61. Fiscal Policy 


The general approach that our 
Government intends to adopt in 
fiscal matters is as follows: 


In the first place, our emphasis 
will be »n making the taxation 
laws «aS simple and = as 
transpar:nt as possible. 


Second y, based on _ past 
experieice, we feel that in 
respect of certain taxes and 
duties a policy of reducing rates 
may, over a period of time, 
result in better tax compliance 
and in larger accretions to the 
State Exchequer. this has also 
been ti.e experience of the Union 
Government in the iast few year. 


Thirdly, the proposals that | shall 
be making will, | am confident, 
result in creating a_ better 
investment climate in the State 
as a result of which a large 
number of investors both from 
India and from abroad could be 


attracted to set up new ventures - 


in our State. 


Fourthly, the concessions that | 
shall be announcing will be in 
jine with and, in fact, help realise 
the promises that our Shivsena- 
BJP alliance has_ already 
announced in its Vachannama. 
These proposals will also help to 
plug some of the existing 
loopholes in the tax structure. 


In particular, | am confident that 
these proposals will be welcomed 
by the salaried class, 
agriculturists, small industrialists 
and the under-privileged. At the 
same time, | have kept in mind 
the need for raising more 
resources for implementing the 
various new schemes of this 
Government. 
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62. Changes in Sales Tax: 
Value Added Tax 


Hon'ble Members are, of course, 
aware that for the State 
Government, sales tax remains 
the largest single source of tax 
revenue. Different systems of 
collecting such tax are in 
operation in different States. The 
sales tax systems in operation 
have attracted genera criticism 
from experts and from the trade 


and industry. The issues which 


have merited discussion may be 
very briefly summarised as 
follows : 


Under the single point first 
stage system in use in 
Maharashtra, the tax base 
remains very narrow. This 
means that the rates of tax 
have to be fairly stiff. High 
tax rates, however, lead to 
evasion and under-invoicing. 
Taxation of raw materials 
adds to the cost of the 
product and leads to 
cascading. Finally, levy of 
non-collectable taxes such 
as additional tax and 
turnover tax further 
complicates the system. 


The question now is 
whether we should carry 
forward such a system with 
its attendant evils. The 
Union Government has set 
up a Committee of Finance 
Ministers of eleven State 
Governments _ including 
Maharashtra to examine 
these problems. The final 
report of the Committee is 
expected shortly. The 
Committee is proposing to 
recommend introduction of 
Value Added Tax in place 
of Sales Tax. It has been 
suggested that Value Added 
Tax (VAT) should be 
introduced in a phased 
manner. | 


| have 
thought 


given serious 
to this 
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recommendation. The Value 
Added Tax system is in 
operation in over sixty 
countries including all of 
Western Europe, China, 
Japan, Indonesia and 
Canada. The VAT system 
is considered to be the 
most scientific and logical 
system in the matter of 
commodity taxation. Its 
intrinsic merit has made it 
acceptable both to tax 
administrations and to trade 
and industry. | have 
considered the likely impact 
of VAT on trade and 
revenue. | will now like to 
announce the proposal that, 
in Maharashtra,local sales 
tax should be replaced by 
a State level Value Added 
Tax over the next few. 
years. 


In order to avoid any. 
disruption, VAT will have to 
be introduced in a phased 
manner. | anticipate that it 
should be possible to make 
a complete switch over the 
State VAT within the space 
of five years. The first 
measures will have to be 
taken in the current year 
itself. | will now indicate 
the steps that | propose to 
take. 


63. Bombay Sales Tax Act, 
Additional Tax and 
Turnover Tax 


As a first step towards VAT, | 
propose to abolish the additional 
tax and turnover tax under the 
Bombay Sales Tax Act by 
merging them with the basic 
sales tax. Hon'ble Members will 
recall that additional tax was 
introduced in 1975. It is currently 
payable at the rate of 15 per 
cent of sales tax by dealers 
whose annual turnover exceeds 
Rs. 10 lakh. Turnover tax was 
first introduced in 1986. It is 
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levied at the rate of 1.25 per 
cent or 1.5 per cent depending 
upon whether the annual turnover 
exceeds Rs. 12 lakh or Re. 1 
crore. the dealers are prohibited 
from separately collecting such 
taxes. | propose to suitably 
enhance the rates of sales tax 
and abolish altogether turnover 
tax and additional tax. The 
increase in rates of sales tax will 
be purely schematic since it will 
be so adjusted that the total tax 
burden on any commodity will 
generally remain the same. 


64. Raw Materials 


Although | propose to merge 
additional tax and turnover tax 
with basic sales’ tax, | 
nevertheless propose to make a 
significant exception. The 
exception will be for raw 
materials specified in Part | of 
Schedule C. there will be no 
change in the rates of tax 
applicable to such raw materials. 
So far as such raw materials are 
concerned, additional tax and 
turnover tax will simply be 
abolished without any change in 
the rates of sales tax. 


65. Retention Level : 
Grant of Set : Off 
Special Benefits to 
Small Scale 
Manufacturers 


As the Hon’ble Members are 
aware, in Maharashtra, the raw 
materials of a manufacturer are 
effectively taxed at the rate of 4 
per cent for sales tax. In 
addition, the prices of raw 
materials are further enhanced 
because of the levy of additional 
tax and turnover tax. The raw 
materials thus carry a residual 
tax burden exceeding 6 per cent. 
This tax burden invariably 
becomes a part of the cost of 
the product and adds to the 
price of the finished goods. | 
Propose to reduce such 
cumulative tax burden to 2 per 


i a 


cent. In other words, all 
manufacturers will be able to 
claim set-off of the tax paid in 
excess of 2 per cent on their 
purchases of raw materials. As 
of today, the set-off is available 
to the extent of tax paid in 
excess of 4 per cent of the 
purchase price. The necessary 
amendments to set-off rules will 
be carried out separately. 


It will Known more be necessary 
to continue the practice of 
allowing manufacturers’ to 
purchase raw materials at the 
concessional rate of 4 per cent 
by issuing appropriate declaration 
Forms. |, therefore, propose to 
remove such facility from the 
statue book. The added benefit 
will be a reduction in the number 
of declaration forms which are 
prevalent today. 


1 will also like to make an 
important announcement regarding 
manufacturers with annual 
turnover upto Rs. 12 lakh. Such 
dealers are today not liable to 
pay turnover tax. Yet the revised 
rates of sales tax will be equally 
applicable to them in a uniform 
manner. It is, therefore, 
necessary to grant a special 
benefit to such dealers. |, 
therefore, propose that such 
manufacturers should be allowed 
full set-off of the tax paid by 
them on their purchases of raw 
materials. In other words, such 
manufacturers will get their raw 
materials free of the entire 
burden of tax. 


66. Full Set-off to Certain 
Industries 


It is the mandate of VAT that 
there should be no residual 
burden of tax on the raw 
materials of a manufacturer. | 
have already proposed to 
generally reduce such burden to 
2 per cent. There are, however, 


a number of manufacturing 
processes wherein a single raw. 
material is used. As a further 
step towards VAT, | propose to 
grant to such manufacturers full 
set-off of the entire tax paid on 
the purchases of such raw 
materials without even retaining 
tax at the rate of 2 per cent. 
The facility of full set-off will be 
extended to timber saw mills, 
rubber goods excluding tyres, 
vanaspati units, manufacturers of 
air conditioners, refrigerators, cast 
iron castings, plastic goods of all 
types, wooden furniture, stainless 
steel utensils, cement products 
including tiles and medicines. 


67. Disallowance of Resale 


The present ‘single point first 
stage’ system of collecting tax is 
of course not compatible with 
VAT. For VAT implies levy of tax 
on the margins in the distribution 
channel. | do not intend to bring 
under tax the entire network of 
distributive trade at one go. | 
propose that, as a step towards 
VAT the facility of claiming 
deduction on account of resale 
will not be available to dealers 
having a turnover in excess of 
Rs. 1 crore. The will be liable to 
pay tax on their sales and will 
be entitled to claim set-off of the 
tax paid on their purchases. | 
hope that this small class of 
dealers who will now be liable to 
pay tax on. their profit margin will 
cooperate in this venture which 
has the support of all the apex 
organisations of trade and 
industry. 


Hon'ble Members will recall that, 
in 1988, the Act was amended 
with a view to disallowing resales 
to holders. of trade-mark and 
patents. Dealers holding trade- 
mark were required not only to 
pay sales tax on their profit 
margins but also additional tax. It 
will now no more be necessary 
to continue such provision. | 
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therefore, propose to remove it 
from the statute book. 


68. Floor Rate and Fiates 
of Tax 


It is a matter of some concern 
that States should seek :to divert 
trade from each other by offering 
lower rates of sales tax for 
certain commodities. This creates 
unhealthy competition and 
ultimately erodes the resources 
available nationally. | have 
already referred to the pioneering 
work of the Committee of 
Finance Ministers. The Committee 
has recommended five floor rates 
. for 


most of the major 
commodities. It is the 
recommendation of the 


Committee that while any Staie 
may prescribe a rate higher than 
the proposed floor rate, no State 
may prescribe a rate lower than 
the floor rate. | am in general 
agreement with this propostion. | 
propose to introduce floor rate 
for certain commodities starting 
from this year. 


69. New Schedules 


The Bombay Sales Tax Act 
classifies commodities under 
nearly 200 different entries. 
These entries are grouped in 
three schedules. The entries 
have often been amended in the 
past and have been interpreted 
differently by different authorities. 
The classification should be as 
unambiguous as possible. Clarity 
should be the prime 
consideration. With these 
objectives in mind, | propose to 
substitute the present schedules 
with new schedules. 


70. Taxation of Hotels and 
Restaurants 


it may be recalled that for the 
purposes of levy of sales tax on 
service of food, hotels are 
classified in two categories 
‘depending . upon the _ ‘star 
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gradation of the hotel. Under the 
existing law, the rate of sales 
tax on food served is 15 per 
cent if the hotel has a gradation 
of ‘three star and above’. For all 
otter hotels and restaurants, the 
maximum rate of tax is 8 per 
cent. While four star and five 
Star restaurants are in a class 
by themselves, it has been 
pointed out to me that the 
restaurant tariffs in high class 
and fancy restaurants are almost 
always in excess of those 
three hotels. | 
propose to set right this situation 
by changing the basis of 


classification of hotels to ‘four . 


star and above’ instead of ‘three 
star and above’. 


The Hon’ble Members will recall 
that certain amendments were 
made to the Sales Tax Act in 


‘May 1992. These amendments 


were resisted by various 
organisations of the trade leading 
to agitation. The disputes were 
finally resolved in: March 1994. 
One of the results of such 
development was that for the 
limited period from the ist May 
1992 to the 8th September 1992, 
no restaurant or hotel was able 
to claim resale in respect of. their 
tax paid goods such as soft 
drinks, ice cream, liquor, etc. 
This situation came to an end 
on the 9th September 1992. 
After the ist April 1994, the 
provision has ben reintroduced 
but made applicable only to 
hotels having gradation of ‘three 
star and above’. It has been 
represented to me that the 
anomalous situation obtaining for 
a period of 4 months in 1992 be 
set right. | have considered this 
request. There is perhaps little 
point in disallowing resale in 
respect of past periods especially 
when all of the amendments 
were under dispute. |, therefore, 
propose to grant suitable relief to 
hotels and restaurants in respect 
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of ‘such period restricted, 
however, to such cases where 
tax has not been separately 
collected on such sales. 


71. Fertitizers: 


Hon'bie Members are aware that 
the Government is. committed’ to 
improving the lot of the: farmers 
in Maharashtra. The Government 
is, therefore, keen om extending 
every assistance to the. 
agricultural sector. Presently, 
turnover tax is tevied on 
fertilizers. Because of the 
decontrol of the prices of may 
fertilizers: by the Union 
Government, such tax is 
invariably added to the price of 
such fertilizers. this makes 
fertilizers still costlier. | have 
separately proposed to abolish 
the turnover tax. Generally, ( am - 
proposing to raise rates of sales 
tax by an equal amount to 
compensate for such loss. 
However, an exemption will be 
made for fertilizers. | propose to 
totally exempt fertilizers from the 
levy of tax. 


72. Agricultural PVC Hose 
Pipes 


As the Hon’ble Members are 
aware, agricultural implements are 
taxed at a concessional rate. 
Because of inadvertence, plastic 
PVC hose pipes which are used 
to draw water from wells get 
taxed at the rat of 10 per cent. 
| propose to set this right by 
extending the same concessional 
rate to such hose pipes also. 


73. Raisins and Currants 


Recent years have seen a 
commendable increase in grape 
production in the State. Many 
enterprising farmers have started 
producing value added items 
such as raisins and currants. 
Like most agricultural produce, 
such products are usually 
marketed through commission 
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agents. While direct sales by 
farmers. and by co-operative 
societies are exempt from tax, 
sales through commission agents 
are liable for tax. In order to 
grant substantial relief to farmers 
in such ventures, | propose to 
exempt such sales even when 
they are made through 
commission agents. 


74. Poultry Feed 
Concentrates and 
Supplement : Cattle 
Feed Supplements 


Poultry is a sector akin to 
agriculture. | have noticed that, 
in Maharashtra, poultry farmers 
find it difficult to cope with the 
rising prices of the ingredients 
that they have to use, as poultry 
farming is sensitive to price 
fluctuations. At present, poultry 
concentrates and poultry feed 
‘supplements are taxed at 2 per 


cent and 10 - per_ cent 
respectively. | propose to 
‘altogether exempt such 


concentrates and supplements 
from the levy of tax. Similarly, | 
propose to exempt from the levy 
of tax cattle feed supplements. 


75. Hearing Aids 


Hearing aids costing upto 
Rs.3,500 are today exempt from 
tax. Because of inflation and the 


rise in the: prices of imported: 


components, the prices of 
hearing aids are bound to go up. 
Besides, hearing aids offer a 
unique opportunity to the afflicted 
persons to communicate with 
others. In view’ of such 
considerations, | propose to 
totally exempt hearing aids from 
the levy of tax without any 
restrictions whatsoever as to 
price.. 


76. Spectacles 


Hon'ble Members will recall that 
we of the Shivsena-BJP alliance 
have, in our Vachannama, 


promised a health package for 
eye care. With a view to 
conferring additional benefits to 
citizens who are required to use 
spectacles, |! propose to 
altogether exempt from the levy 
of tax spectacle frames and 
lenses. 


77. Edible Oils, Oilseeds, 
Vanaspati 


Edibles oils and vanaspati are 
items of mass consumption while 
oilseeds are the basic inputs for 
such industries. Keeping in view 


the importance of such items for. 


the family budget, ! propose that 
for the next five years, notified 
edible oils and vanaspati will 
be taxed at the very low rate 
of 1.5 per cent while oilseeds 
will be taxed at the concessional 
rate of 2 per cent for a like 


period. 


78. Zunka Bhakar 


The Shivsena-BJP alliance is 
committed to provide Zunka 
Bhakar to the needy citizens of 
the State at the very low price 
of Re.1 this measure needs to 
be supported in every possible 


way. |, therefore, propose to 
exempt the sales of Zunka 
Bhakar effected from the 


approved centres organised of 
such purpose from the !evy of 
tax. 


79. Leather Footwear . 


Hon'ble Members are aware that 
units certified by. the Khadi and 
Village Industries Board or the 
Khadi and Village Industries 
Commission get a concessional 
treatment in the matter of levy of 
tax. Their first turn - over of Rs. 
12 lakhs stands fully exempted 
from tax every year. | propose to 
grant a special concession 
towards sales of leather footwear 
made by such units. For such 
units, the exemption limit will 
stand raised to Rs. 50 lakhs. 


At present, no concession is 
available to sales of leather 
footwear made by co-operative 
societies of backward class 
members. | propose to grant the 
same exemption towards sales of 
leather footwear made by such 
co-operatives. Like Village 
Industries,the benefit of exemption 
on the first turnover of Rs. 50 
lakhs will be available to such 
co-operatives also. 


80. Homes for the aged — 
It is perhaps inevitable but | 


nevertheless distressing that with 


social changes, more and more 
senior citizens are forced to stay 
separately from their children. 
Many philanthropic organisations 
have set up Homes for the Aged 
to cater to the needs of such 
persons. It is clear that such 
homes are serving a desirable 
social objective. | propose to 
exempt the purchases of such 
institutions recognised by the 
State Government from the levy 
of tax, thus making it possible to 
use additional funds for the 
welfare of such citizens. 


81. Power projects 


The alpha, beta and omega of 
development is the development 
of infrastructure. The best thing 
that the Government can do for 
promotion of trade, industry and 
employment is the improvement 
of infrastructure and creationof 
additional facilities. As the 
Hon’ble Members are aware, 
Government is committed to 
maximise the generation of 
electricity in a manner which will 
sub serve the best interests of 
the State. The Government has 
already set in motion the 
implementation of projects which 
will cater to the future needs of 
power in the State. The 
investments in the power sector 
are likely to be very huge and 
may run into thousands of crores 
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of rupee. A substantial portion of 
such expenditure will be towards 
the purchase of capital assets. It 
would be in the fitness of things 
that the local suppliers should. be 
in a position to bid competitively 
in such supplies. |, therefore, 
propose that the rate of tax 
applicable to such supplies be 
reduced from the present 6 per 
cent. The concessional rate will 
apply for every power project till 


the commencement of 
commercial generation of 
electricity. 


82. Telecommunication 


Telecommunication is the sunrise ° 


industry of India. It is also a 
part of the basic infrastructure of 
modern industry. It is necessary 
that the State Government should 
seek to promote the increasing 
use of  telecommunication 
equipments. Accordingly, | 
propose to reduce the rate of 
tax on pagers, micro wave 
antennas, micro wave 
communication antenna, wireless 
communication equipment 
consisting of hand held trans- 
receivers, CB Radio, trans- 


receivers and component parts: 


and accessories of such products 
to 2 per cent. | do hope that 
this will facilitate rapid spread of 
the use of such items in every 
day life. 


83. Export Promotion: 100 
per cent EOQUs 


A new economic order is taking 
shape in the global economy 
today. India has to join the new 
trend, though on its own terms. 
The linchpin of our efforts has to 
be the promotion of exports. 
There are several reasons who 
Indian exports remain non- 
competitive in the international 
market. From the point of view 
of taxation, it can be said that, 
in India, taxation of raw materials 
and intermediate goods adds to 
the cost of the export goods and 


the element of tax forms part of 
the export price. All countries 
export goods; India is probably 
the only country which exports 
local tax! Clearly, the situation 
calls for improvement. As a first 
step towards such reform, | am 
Proposing to grant full set-off of 
the sales tax paid on raw 
materials, -intermediates and 
consumable to 100 per cent 
export oriented units set up in 
the State. This may ensure that 
such exports are not burdened 
with any residual burden of tax 
levied by the State Government. 
It is my firm conviction that 
amongst all the States in India, 
Maharashtra has to take the lead 
in the promotion of exports. 


84. Chemicals 


Under the Act, the State 
Government has the authority to 
notify certain chemicals for the 
purpose of concessional rate of 
tax of 4 per cent. Chemicals are 
in the nature of raw materials 
and the intention in assuming 
such powers is that this 
important class of raw materials 
should not be taxed at a rate 
exceeding 4 per cent. It has 
been represented to me that the 
existing list of chemicals is very 
restricted and leaves out many 
important chemicals. In order to 
rectify this defect, | propose to 
issue a fresh notification in the 
exercise of such powers. 


85. Newsprint. 


The press is regarded as the 
fourth pillar of democracy. The 
preservation of a democratic free 
society pre-supposes the 
existence of an independent and 
self-sufficient Press. It should, 
therefore, be a matter of some 
concern that the rising prices of 
newsprint threaten to make 
newspapers non-viable. With a 
view to reducing the burden of 
taxes on the industry, | propose 
to reduce the rate of tax 
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applicable to news-print from 
XXX per cent to 2 per cent. 


86. Diamonds and 
Diamond Studded 


Jewellery 
Hon'ble Members 1! am of 
course, aware that very 


considerable foreign exchange 
accrues as a result of export of 
finished diamonds. Such export 
sales are, of course, not liable 
for sales tax. But there is no 
reason why diamonds sold for 
local consumption to affluent 
persons should not be made 
liable to tax. |, therefore, propose 
that diamond sold for local 
consumption as well as diamond 
studded jewellery should be taxed 
at the rate of 4 per cent. 


87. Stainless Steel Sheets 
and Utensils. 


| have already proposed to grant. 
full set-off to the manufacturers 
of stainless steel utensils and 
cutlery. It is, therefore, no more 
necessary to continue’ the 
concessional rate of tax in 


respect of stainless steel utensils 


or sheets. |, therefore, propose 
that both of such products be 
taxed at the uniform rate of 4 
per cent. . 


88. Review of Notifications 
issued Under Section 
41 


Hon’ble Members are aware: that 
under Section 41 of the Act, the 
State Government has the 
authority to reduce the rate of 
tax in respect of any commodity 
or any class of dealers. The 
number of notifications issue 
under this section touches nearly 
400. Many of such notifications 
have clearly outlived their utility 
while the other notification 
deserve close scrutiny. This 
exercise is now nearly complete. 
With a view to rationalizing the 
exemptions to give effect to the 
policies of this Government | 
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propose to issue a_ fresh 


schedule of such notifications: 


very shortly. 


89. Fresh Registration 


Hon’ble Members are aware that 
in 1992 the Sales Tax Act was 
amended so as to introduce a 
scheme of fresh registration. The 
scheme could not be 
implemented in that year because 
of the agitation carried on by 
various trade organisations 
against certain amendments 
made to the Act. These 
grievances have now been 
removed. The trade organisations 
have also expressed their 
willingness and support for such 
measure. | intend to implement 
the scheme of fresh registration 
in the current year. 


90. Composition Scheme 


Hon’ble Members are no doubt 
aware that the Bombay Sales 
Tax Act provides for a 
composition scheme for retailers 
who do not deal with other 
dealers but cater to the needs of 
ordinary citizens. This scheme 
has not been implemented so 
far. | now intend to implement 
the scheme in the current year. 
For administrative reasons, the 
scheme will be introduced in 
conjunction with the scheme of 
fresh registration. The retailers 
who opt for composition will not 
have to file returns or get 
assessed. They will be able to 
discharge their legal liability by 
making an equal annual token 
payment for the next five years. 
The scheme will be available to 
retailers with annual turnover 
upto Rs. 25 lakh and tax liability 
less than Rs.20,000. The scheme 
has been introduced for the 
benefit of retailers. | do hope 
that the retailers will come 
forward in large numbers and 
claim the benefits under the 
scheme. The details of the 
scheme of fresh registration and 


composition will be announced 
separately. 


91. Summary 
Assessments : 
Scheme 


Hon’ble Members are aware that 
the scheme of summary 
assessments -has. been in 
operation in respect of sales tax 
for the past several years. It is 
contemplated under the scheme 
that the returns filed by the 
small tax payers will be 
summarily accepted at face value 
without calling such dealers for 
assessment. Dealers with annual 
tax lability upto Rs.20,000 are 
presently covered under We 
scheme. 


New 


The scheme is meant to serve 
two purposes. The small tax 
payers, whose contribution to 
revenue is negligible, are not 
required to attend for sales tax 
assessments. Secondly, the 
limited manpower available for 
such work can be used in more 


productive areas. | should, 
however, mention. that the 
scheme has not been as 


successful as it should have 
been. In particular, the number of 
pending assessments has 
increased alarmingly. It has, 
therefore, become necessary to 
reconsider the entire question of 
assessments of such dealers. 


| have already proposed certain 
far-reaching changes in the sales 
Tax Law. It will also be 
necessary to operate the scheme 
of fresh registration and 
composition in the current year. 
In order to achieve success in 
these tasks, it will be necessary 
to first clear the decks, as it 
were. | am, therefore, proposing 
that all pending assessments of 
those dealers whose annual tax 
liability is less than Rs. 4 lakh 
should be completed by way of 
summary assessment, subject to 


of pending 


certain restrictions. 

Hon’ble Members will be happy 
to know that out of the nearly 
4.5 lakh dealers registered with 
the department, more than 3 
lakh dealers will benefit by this 
decision. The benefit will be 
available to those dealers who 
have filed their due returns for . 
the years 1992-93, 1993-94 and 
1994-95 before the 30th June, 
1995. | propose to complete the 
assessments in a majority, of 
such cases by accepting the 
returns for such period. 


The dealers found eligible under 
the scheme will not have to 
attend sales tax offices with their 
books of accounts for such 
assessments. Apart from the 
obvious benefits to the trade and 


convenience to the Government, 


this will also mean that the 
benefit will accrue to only those 
dealers who have already filed 
their returns. This may henceforth 
serve as an inducement to 
dealers to file their returns in 
time. | except that this step will 
enable the Government to 
dispose of a very large number 
assessments. The 
manpower so released from 
assessment work will be utilized 
for more productive and 
important areas such = as 
recovery, enforcement and 
updating of office records. A 
special cell for cross checking of 
important transactions will be 
established. 


92. Recovery of Sales Tax | 
Dues 


The recovery of sales tax arrears 
has become a pressing problem. 
The arreas which have. 
accumulated over a period of 
fifty years have now touched the 
figure of nearly Rs. 1,700 crore. 
Hon'ble Members will agree that 
immediate steps are necessary to 
reduce such arrears. It may not 
be possible to tackle all the 
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cases in a uniform manner. |, 
therefore, propose to adopt a 
multi-pronged approach for the 
recovery of old arrears. 


93. Amnesty Scheme and 
Waiver of Demand. 


There are a large number of 
cases where recovery cannot be 
effected for want of attachable 
assets. | propose to waive the 
recovery in all such cases where 
registration certificates have been 
cancelled prior to 1st July 1981. 
This may seve the Government 
from unproductive efforts. 


|, further, propose to offer an 
Amnesty Scheme for registered 
dealers regarding arrears of sales 
tax. The scheme will be 
applicable for assessed periods 
as well as for unassessed 
periods. Under the scheme, the 
dealers in arrears will invaiably 
have to pay the principal tax 
dues. The amnesty scheme will 
be applicable to penalty and 
interest. As regards dues of 
penalty and interest, remission on 
a graduated scale will be 
available. The details of the 
scheme will be separately 
announced. | hope that the tax 
payers will come forward to take 
immediate advantage of the 
Scheme and pay off such 
reduced liabilities. 


94. Settlement Commission 


Hon'ble Members are aware that, 
in many instances, the demand 
raised by assessment is disputed 
in appeal. It can be several 
years before the appeals are 
finally decided. Apart from this, 
there are instances’ where 
evasion of tax is detected before 
assessment. It is necessary in 
such cases that the appropriate 
Government dues are recovered 
in times and, at the same time, 
no injustice is done to the tax 
payers. Under the Income Tax 
Act, a Settlement Commission 


has been set up to settle such 
disputes. After a careful study of 
the Income Tax provision, | am 
now proposing to set up a 
Settlement Commission for 
settling the demands and arrears 
of tax, penalty and interest 
raised under the various Acts 
administered by the Sales Tax 
Department. This will lead to 
early decisions regarding recovery 
and quicker realization of 
revenue. 


95. Returns and Payment 


| propose to completely revamp 
the present system regarding 
payments and filing of returns. At 
present, dealers with an annual 
tax liability upto Rs.5,000 are 
allowed to file an annual return. 
As a special concession to small 
manufacturers, | propose to raise 
the limit to Rs.20,000. 


Dealers with tax liability in 
excess of Rs.20,000 will be 
required to make _ monthly 
payments as at present. All such 
payments will be accompanied by 
a return where the barest 
minimum of details will be 
required to be given. There will 
be only one annual full fledged 
return which will be filed with the 
assessing officer. For dealers 
with annual liability in excess of 
Rs.1.00 lakh, the annual return 
will also be a commodity return. 
This would greatly simplify the 
job both for the tax payers and 
for the tax administration. 


96. Appeals 
Under the Sales Tax Act, 
appeals are ordinarily not 


admitted unless a part of the 
disputed amount is first paid. 
This provision is necessary to 
safeguard the interests of the 
revenue. On the other and, such 
provision can act as a deterrent 
if an excessive demand has 
been raised. | am, therefore, 
proposing that if a dealer does 


not wish to seek adjournments 
and is willing to be heard at the 
first appearance, then in most 
types of cases where such 
excessive demand has been 
raised, he will not have to make 
such part payment merely to get 
the appeal admitted. Instead, the 
appeal itself will be decided on 
merit at the stage of admission. 


97. Sales Tax of Liquor. 


The devotees of Somadev are 
an amiable lot. | trust and hope 
that they will not grudge my 
additional revenue which | need 
to support the welfare schemes 
of the Government. The Hon'ble 
Members are aware that liquor is 
taxed for State Excise and that 
such duty is in the nature of a 
specific duty. | adhere to the 
progressive view that ad valorem 
rates should be applied for 
commodity taxation. Unfortunately, 
the structure of the Excise Act 
makes it difficult to levy ad 
valorem duties. |, therefore, 
propose to levy sales tax on 
liquor and thus collect tax on an 
ad valorem basis.. 


| propose to levy sales tax at. 
the rate of 4 percent on country 
liquor and beer and at the rate 
of 8 per cent on IMFL. There 
will be no increase in the’ 


existing rates of excise duty and 


the present duty structure in 
Excise will continue unchanged. 


98. Profession Tax 


Hon’ble Members are of ,course 
aware that the receipts from the 
Profession Tax Act are 
exclusively used for financing the 
Employment Guarantee Scheme. 
The tax is collected from salaried 
persons as well as self-employed 
professional. In “popularity”, it 
ranks next only to income tax. 
The tax is now a reality which 
cannot be wished away. Yet it 
should be possible to reduce its 
rigour and make it bearable. 


225 


YUVA 


State Policies and Programmes on Poverty Alleviation 


ee ne UEadUyEn EIENEDDS UU SUESUSSSSSESSeeeeeenet 


With these aims in view, | 
propose to _ increase the 
exemption limit for salaried 
employees from the present 
Rs.1,000 to Rs.1,500 so that 
employees drawing salary less 
than Rs.1,500 per month will not 
have to pay profession tax. 
Hon’ble Members will be happy 
to know that this will mean a 
relief for nearly one lakh salaried 
employees. | also propose to full 
exempt from payment of this tax 
senior citizens who have 
completed 65 years of age. This 
exemption will be equally 
applicable to self employed 
professionals and to salaried 
employees. | have received 
representations from various 
organizations requesting that 
parents of mentally retarded 
children be exempted from 
payment of the tax. Hon’ble 
Members will agree with me that 
this is a just and fair cause. | 
propose to accept the request. 


In order to remove any scope 
for misunderstanding, | will like 
to clarify that though | have 
proposed such concessions, the 
Employment Guarantee Scheme 
will continue to be adequately 
funded and there should be no 
anxiety in this regard. 


99. Luxury Tax 


Hon'ble Members are of course 
aware that the State Government 
levies a Luxury Tax on 
accommodation provided in hotels 
and lodging houses. In view of 
the Government’s commitment to 
promote and encourage tourism, 
the structure of the tax may 
need to be re-examined. It has 
been represented to me that 
though over a thousand hotels 
are registered under the Act, 
substantial portion of tne tax 
accrues from a very small 
number of hotels. It has also 
become necessary to take into 
account the impact of the fall in 
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the value of the rupee. With a 
view to giving effect to such 
considerations, | propose to 
introduce new tariffs for luxury 
tax. Under the proposal, the 
exemption limit wil) be raised 
from Rs. 125 to. Rs.500. Thus, 
no tax will be levied if the hotel 
tariff charge per person per day 
is less thanks.500. This will be a 
direct benefit to low income and 
middie income tourists. Tax will 
be levied at the rate of 4 per 
cent if the tariff charge is 
between Rs.500 and Rs 1,200. 
For tariff in excess of Rs.1,200 
and above, the present tax rate 
of 10 per cent will continue to 
be applicable. 


100. Luxury Tax on 
Tobacco Products 


The Supreme Court has earlier 
upheld the validity of Luxury Tax 
‘on Tobacco products. Hon’ble 
Members are aware that the 
State Government had earlier 
levied such tax on the supply of 
tobacco products. However, the 
levy was withdrawn. | have since 
reconsidered the question. 
Topacco is a harmful weed. 
There is no reason who the 
State Government should seek to 
indirectly promote its consumption 
by exempting it from Luxury Tax. 
|, therefore, propose of levy 
Luxury Tax at the rate of 5 per 
cent on the value of cigarettes, 
cigars, cheroots, etc. Since 
unmanufactured iobacco and 
beedis are generally used by the 
poor, | propose to keep them 
out of the purview of the 
proposed tax. Suitable legislation 
for such purpose will be 
introduced during the course of 
the year. 


101. Sugarcane Purchase 


Tax 


Hon'ble Members are, of course, 
aware that the purchase of 
Sugarcane by sugar mills is liable 


to tax under the Maharashtra 
Purchase Tax on Sugarcane Act. 
The tax is levied not with 
reference to the purchase price 
but with reference to the weight 
of the sugarcane. This has the 
inequitable consequence that a 
farmer who gets Rs. 600 per 
tonne for his sugarcane pays 
exactly the same amount of tax 
as the farmer who gets Rs. 
1,200 per tonne. It is the first 


principle of taxation that tax 


should be levied in proportion to 
the capacity to pay. | propose to 
set right the present anomalous 
situation by taking the purchase 
of sugarcane at the low rate of 
3 percent. 


- | also propose to totally exempt 


the Khandsari sugar units from 
the payment of this tax. | am 
sure that such exemption will 
provide a much needed relief to 
this indigenous industry. 


Hon’ble Members will appreciate 
that the low tax rate of 3 per 
cent will be a clear concession 
to the farmers who today receive 
payments of the order of Rs.800 
or less per tonne as they will be 
paying less than what they are 
paying today. The loss to 
revenue is likely to be partially 
offset by the increase in revenue 
in instances where the payment 
per tonne is in excess of Rs.800 
per tonne. This would be a just 
and equitable way of collecting 
the tax. 


Hon'ble Members’ will be 
distressed to: know that although 
the annual receipts from the tax 
barety touch Rs. 50 crore, the 
arrears are in excess of Rs. 140 
crore. this unhappy situation has 


_arisen since the tax is not paid 


over in time to the Government. 
ii many instances. Hon'ble 
Members will agree with me that 
such conduct cannot be termed 
as responsible, It is clear that 
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the Government will have to take 
purposive measures to realise the 
tax levied under an Act 
authorised by the Legislature. |, 
therefore, propose to recover 
such arrears in easy installments 
from the sale proceeds of levy 
and non-levy sugar. Hon'ble 
Members will undoubtedly agree 
with me that it is necessary to 
introduce a modicum of discipline 
so that the unauthorized delay in 
‘payment of the tax is eliminated: 


102. Central Sales Tax. 
Additional Tax and 
Turnover Tax. - 


Hon'ble Members are aware that 
the State Government levies 
additional tax and turnover tax 
under the local Sales Tax Act. 
there has been a controversy 
over the past several years as 
to whether the rate of tax under 
the Central Sales Tax Act has to 
be increased on account of 
additional tax and turnover tax. 
Recently, the Supreme Court has 
held in one case that such 
increase in the rate of Central 
Sales Tax will be warranted tin 
certain instances. It will, 


therefore, be open to the State 


Government to collect the arrears 
of such tax in respect of the 
past periods. 


But it is also necessary to 
appreciate that the taxpayers 
have not collected such excess 
tax under the Central act. Nor 
has the Government sought to 
recover it so far. | have now 
separately proposed to abolish 
the separate identity of additional 
tax and turnover tax under the 
local law. The problem will, 
therefore, not arise in future 
proceedings. It would be 
iniquitous to try to collect such 
amounts in respect of past 
periods. |, therefore, propose to 
separately issue a _ suitable 
notification under the Central 
Sales Tax Act so that dealers 
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are not required to pay additional 
tax or turnover tax in respect of 
past periods of their inter-State 
transactions. 


103. Lease Tax 


Hon'ble Members are of course 
aware that under the Lease Tax 
Act, leases of specified goods 
are taxed at the rate of 4 per 
cent for lease sales. tax. 
However, a sub lease of the 
same goods again attracts the 
same rate of 4 per cent. This 
adds to the cost of the lease 
and increases the cost of 
manufacturing. |, therefore, 


propose to grant relief on these. 


sub leasing transactions and tax 
them only to the extent of the 
value. added. 


104. Sales Tax on Works 
Contract 


Under the existing Works 
Contract Act, there exists a 
scheme of composition whereby 
the dealers are enable to 
compound their tax liability. It has 
been represented to me that 
because of the complicated 
nature of the scheme and the 
high tax rates prescribed for 
composition, very few dealers opt 
for the composition scheme. It is 
in the interest of both the 
Government and the trade that 
more dealers should opt for 
composition. |, therefore, propose 
to introduce a new composition 


scheme for the Works Contract. 


105. Amnesty Scheme Entry 
Tax 


Hon’ble Members are aware that 
the State Government levies an 
entry tax on motor vehicle as 
which are purchased in other 
States and are thereafter brought 
into Maharashtra for consumption 
or use. The Act has been 
introduced with a view to 
preventing evasion of tax which 
takes place by selling such 


vehicle as to local citizens in the 
neighbouring State. It has been 
represented to me by 
organizations of truck owners that 
in a large number of cases the 
vehicle owners are eager to pay 
the tax but are deterred by the 
likely levy of interest and penalty. 


1 am informed that such vehicle 


owners will gladly come forward 
and pay off their legal: tax dues 
if an amnesty is offered for such 
vehicles. | have considered the 
matter. | t may also be 
necessary to extend a similar 
benefit for passenger vehicles. ‘I, 
therefore, propose to offer an 
amnesty scheme. under the Entry 
Tax for such vehicle owners in 
order to enable them to 
discharge their legal liability in a 
bearable manner. The details of 
the scheme will be separately 
announced. | may, however, add 
a warning that after the amnesty 
scheme is over, a concreted 
drive will be taken up by the 
Sales Tax Department in 
conjunction with the Transport 
Department of identity such 
vehicles and to recover such 
dues along with interest and 
penalty. The vehicle owners will 


be well advised to take the 
benefit offered under this 
amnesty’scheme. 
106. Motor Spirit Tax 
Rationalization of 
_ Exemption ) 
Hon’ble Members are aware that 
currently the rate of tax 


applicable to petrol and diesel is 
21 per cent. However, an 
exemption is available because of 
which the cooperative societies of 
fishermen are enabled to 
purchase diesel on payment of 
tax at a nominal rate of 2 per 
cent. As a measure of 
rationalization, | have decided 
that this rate be revised to 4 per 


cent -with immediate effect. 
Hon'ble Members will appreciate 
that this will still mean a 
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continuing concessional treatment 
in the rate of tax to the extent 
of 17 per cent to such societies. 


107. Onetime Tax on Motor 
Cars 


Hon'ble Members will recall that 
a one-time tax on two wheelers 
was introduced in 1987. The 
constitutional validity of the levy 
has since been upheld by the 
Supreme Court. The one-time 
payment adds to the efficiency of 
administration. It also saves the 
time of tax payers and obviates 
the need for repeated visits to 
the office. | propose to extend 
the system of one-time payment 
to motor vehicles like cars, jeeps 
and station wagons. The scheme 
will be optional for all existing 
vehicles as _ well as 
company-owned vehicles and 
imported vehicles. It will, 
however, be compulsory for new 
individually-owned vehicles. For 
existing vehicles, the quantum of 
payment will be fixed on a 
graded scale depending on the 
age of the vehicles. For new 
Indian made vehicles, the one- 
time payment will be as below 


One-time 
Payment for 
individually 
Category owned vehicle 
(RS.) 
Below 750 K.G. 6,000 
Below 1500 K.G. 9,000 
Below 2250 K.G. 11,500 
Above 2250 K.G. 12,500 


, For company-owned as well as 
imported vehicles, the optional 
levy will be proportionately higher. 


108. Tax on Cable T. V. 


Hon'ble Members are, of course, 
aware that since 1992, cable T.V. 
operators are liable to pay 
entertainment duty on their 
receipts from cable operations. 
This is a new form. of 
entertainment and the consumers 


new. 


are by and large from the better- 
off affluent sections of the 
society. |, therefore, propose that 
in additional of the existing levy, 
an additional charge will be 
levied at the rate of Rupees 10 
per month per connection. 


109. Stamp Duty on 
Residential Premises 


Hon'ble Members will recall that 
we of the Shivsena-BJP alliance 
have in our Vachannama 
promised the people _ of 
Maharashtra that basic housing 
will be provided to over 40 lakh 
slum dwellers in Mumbai. 


Housing is a basic need and it. 


is the dream of every citizens to 
own a house which he can call 
his own. There is no dream 
more beautiful and no dream 
harder to realise. Nevertheless, in 
spite of the very obvious 
difficulties involved, we stand by 
our commitment. But, more 
generally, | remain of the opinion 
that relief has to be provided to 
low income and middle income 
groups in the matter to taxation 
of residential property. — 


| have received representations 
from associations of flat owners, 
cooperative societies and 
consumer forums requesting that 
the structure of stamp duty 
should be simplified and 
rationalised and that relief should 
be provided in the matter of 
taxation of residential property. 


| propose to grant concessions in 
the rate structural of stamp duty 
applicable to residential properties 
as follows. As regards rural 
areas, at present stamp duty is 
charged at the rate of 3 per 
cent on residential property. | 
propose to reduce it sharply to 1 
per cent. For urban and other 
areas to which the Maharashtra 
Ownership of Flats act or the 
Maharashtra Apartment Ownership 
Act are applicable, | propose to 


altogether exempt from duty 
residential premises costing upto: 
Rs.1.00 lakh. For residential 
premises costing upto Rs.2.5 
lakh, the rate of duty will be 
halved from 1 per cent to 0.5 
per cent and. for premises 
costing upto Rs. 5 lakh, the rate 
of duty will be reduced from 4 
per cent to 3 per cent. As a 
measure of simplification and 
relief, | propose to club together 
the existing two slabs in respect 
of premises costing between Rs. 
5 lakh and Rs. 10 lakh and 
prescribe a uniform duty of 6 per 


- cent. With a view to ensuring 


better tax compliance, | propose 


to reduce the highest rate of 


duty for such residential premises 
from a maximum of 10 per cent 
to 8 per cent where the value 
exceeds Rs.10 lakh. 


110. Refund of duty 
It has been represented to me 


that, in certain’ instances, 
although stamp duty is paid on 
the agreements’ for flat 


purchases, the purchasers do not 
get possession of the flat. The 
intending purchaser thus not only 
fails to get the flat but also 
loses the money paid by way of 
stamp duty, unless an application 
for refund is made within a time 
limit of six months from the 
payment of the duty. As a 
measure of relief, | propose to 
extend such period of limit from 
6 months to two years. 


111. Present and Immediate 
Demise 


Hon'ble Members will have 
noticed that, in many instances, 
land is given on lease for 
construction of buildings. But the 
co-operative society or owners of 
the building are either not given 
final leases of such land or they 
neglect to obtain them. Generally 
in such cases, possession of 
land is obtained on a mere 
agreement, and the final lease in 
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favour of the purchaser is not 
executed. The duty payable on 
final lease is thus delayed or is 
sometimes evaded altogether. |, 
therefore, propose to amend 
Article 36 of Schedule | of the 
Bombay Stamp Act to the effect 
that when possession of land is 
taken on the strength of an 
agreement to lease, then such 
agreement shall be charged to 
duty at the same rate as the 
lease. This stop may not only 
prevent evasion of duty but may 
also induce the purchasers to get 
the final lease executed 
expeditiously. 


112. Stamp Duty on 
Mergers and 
Amalgamations 


Maharashtra is the most sought- 
after investment destination in the 
country. This Government is 
determined to make it even more 
attractive. In the competitive 
environment to today. | expect 
that there will be more mergers 
and amalgamations of companies. 
With this in mind, | propose to 
completely waive stamp duty on 
amalgamations and mergers of 
sick units when such mergers or 
amalgamations are part of the 
package approved by _ the 
BIFR.There has also been an 
insistent demand from Chamber 
of Commerce and Industries 
Association for relief in stamp 
duty for merger and 
amalgamations of companies. |, 
therefore, propose to reduce in 
such instances the stamp duty 
payable in the range from 5 per 
cent to 10 per cent in respect of 
immoveable property to 5 per 
cent, and from 3 per cent to 2 
per cent in respect of moveable 
properties. 


113. Bench Mark Values 


This Government is committed to 
promote transparency in the 
administration of Stamp Duty and 
Registration Acts. With this in 
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view, bench 
for immoveable properties in 
various zones in urban and rural 
areas will be made_ public 
periodically. Necessary legislative 
changes are being made for this 
purpose. 


114. Modernisation of 
stamp administration 


One of the first steps taken by 
this Government after assuming 
office has been to open four 
more extension counters of the 
General Stamp Office one each 
at Andheri, Borivli, Mulund and 
Chembur. During this year, these 
extension counters will be 
converted into full fledged offices 
for sale of stamps’ and 
adjudication of stamp duty. This 
will cater to the needs of the 
ordinary people staying in the 
far-flung suburbs of Mumbai. | 
regret to say that, at present, 


‘the return of original documents 


tendered for registration takes as 
many as 15 years. | purpose to 
reduce such period to 15 days. 
The necessary infrastructure will 
be set in place in this year. 


Hon’ble Members will be happy 
to learn that Maharashtra has 
become the first State in the 
country to use sophisticated 
electronic franking machines for 
stamping of documents. we 
propose to popularize the use of 
franking machines by licensing 
the bulk users like Banks, Mutual 
Funds and other financial 
institutions, and also extend the 
facility to all categories of 
stamps. The franking machines 
will be installed at the new 
offices in Mumbai and at the 
stamp offices in all the 
corporation cities. 


With a view to detecting evasion 
of stamp duty and recover the 
amounts due to the State, | 
propose to introduce a reward 
scheme for providing to 


mark values Government relevant information 


regarding such evasion. 


115. Registration Fees 


Hob’ble Members are aware of 
the steps taken by the State 
Government to improve the 
efficiency of administration of the 
Registration Department and at 
the same time make the 
administration more _ people 
friendiy. It is desirable that the 
administration of the department 
should be computerized to the 
extent possible and that other 
necessary equipment should also 
be procured so as to facilitate 
service. The cost of providing 
such service has to be met from 
collection of registration fees. The 
registration fee is levied at the 
rate of 1 per cent of the market 
value of the property with an 
upper limit or Rs.5,000. | will 
immediately like to make it clear 
that | do not propose to enhance 
the rate at which such fees are 
levied. |, however, propose to 
raise the upper limit of the fees 
payable to Rs.10,000. This will 
mean that there is no change at 
all in the fees payable where the 
market value of the property is 
upto Rs. 5 lakh. there will be a 
gradual rise thereafter subject to 
the ceiling as above. 


116. Court Fees. 


Court Fees are to be levied to 
meet the cost of administration 
of justice. The cost of 
administration has more than 
kept pace with inflation while the 
fees have remained stagnant for 
a very long time. It is necessary 
to raise sufficient resources so 
that the law’s delays are 
eliminated and speedy justice is 
ensured. Ali right-minded citizens 
will agree that it is better to 
increase the number of court 
rooms than to increase the 
number of prison cells |, 
therefore, intend to revise the 
court fees very shortly. 
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117. Other Fees 


Hon'ble Members are aware that 
the cost of providing services is 
made good partially by levying 
fees. Although, with inflation, the 
cost of providing such services 
has generally gone up in almost 
all the sectors, the rates at 
which fees are levied have not 
been revised for a long time. 
This has meant that the 
resources from fees _ have 
remained stagnant. During the 
course of this year, | propose to 
review the cost of administration 
and the income from fees in 
different sectors. After such a 
review is taken, the fees will b 
suitably revised so as to enable 
the Government to provide 
service of quality. 


‘already been 


118. Conclusion 


This is the first full budget 
of the Shivsena-BJP alliance 
Government ushering in the 
winds of change in_ the 
governance of our State which 
occupies a pre-eminent position 
in the country. we have opened 


a brand-new’ chapter and 
have taken the first few 
purposeful steps to respond 


to the needs of the time. The 
announcement of the various 
schemes by the Government has 
welcomed by 
all sections of the public and 
has been widely acclaimed. 
These budget proposals, whose 
thrust is clearly defined, will 
help to implement the schemes 
with full vigour. The reforms 


the 


and concessions that | have 


announced have been long 


over-due. The full implementation 
of the Value Added Tax System, 


if generalized in all the States 


of the country, will bring 
our country in line with the 
system accepted and 


implemented in the foremost 
States in the World. Many of 


these proposals are bound to 


bring cheer to the common man. 
resource mobilization 
proposals have been aimed at 
sectors like alcohol and tobacco 
and, | am sure, they will meet 


with due approval. | have, 
therefore, no _ hesitation in 
commending these budget 


estimates for the consideration of 


the House. 


ee oe lll 


Poverty and Development — A Dossier 


Alleviating Poverty — Maharashtra Employment Guarantee Scheme 


Alleviating Poverty 
— Maharasitra Employment 
Guarantee Scheme 


- S Mahendra Dev 
Economic and Political Weekly, October 14-21, 
1995. 


In spite of the limitations in its design and 
implementation the EGS has made positive impact 
on the levels of living of the rural poor in 
Maharashtra. However, the EGS alone cannot 
remove the poverty in rural areas of the state. 
And any replication of the scheme in other states 
should involve prior establishment of decentralized 
district planning and implementing body, and 
assurance of adequate funds through additional 
taxation. 


1. Introduction 


India is one of the few countries in the world 
where all kinds of anti-poverty programmes have 
been tried out. Apart from the central government 
sponsored schemes, state governments have tried 
various types of poverty alleviation programmes. 
The state of Maharashtra also implemented some 
of these schemes. However, what distinguishes 
Maharashtra from other states for a case study is 
the novelty of its main wage employment 
programme namely the Employment Guarantee 
Scheme (EGS), which was introduced in the early 
1970s. 


Before going to the organization of the paper, a 
few words about Maharashtra and objectives of the 
present study are in order in terms of population 
and geographical area. Maharashtra is the third 
largest state in India. The state had the second 
highest per capita State Domestic Product (SDP) 
among all the Indian states in the year 1990-91. 
The high per capita SDP however hides, enormous 
urban-rural contrasts’ and regional disparities’. 


The relative prosperity of the state also hides a 
great deal of rural poverty. In a state where more 
‘than 65 per cent of the total labour force depend 
on the agricultural sector, it is obvious that the 
levels of living of the substantial proportion of the 
state’s population depend on the performance of 
agriculture. Moreover, agriculture productivity in the 
state is very low because of low rainfall and low 
irrigation facilities’. Droughts occurred repeatedly in 


the state, the recent one being the drought of 
1991-92. Because of low productive and uncertain 
agriculture there has been acute seasonal and 
disguised unemployment for a majority of small and 
marginal farmers and agricultural labourers. 


Since its formation in 1959, the government of 
Maharashtra has been trying to contain rural 
poverty through several programmes. The approach 
of the state towards poverty alleviation seems to 
be in two forms, viz. general productivity raising 
programmes in agriculture and direct anti-poverty 
programmes with emphasis on wage employment. 
Due to the problem of water resource scarcity, the: 
state introduced watershed development 
programmes which also helped small and marginal 
farmers. Also there have been some efforts by 
local leaders to develop villages based on water 
management through peoples’ participation. Among 
the direct anti-poverty programmes, EGS is of 
course the most important one. As shown by 
Dreze (1990b) the public works programmes helped 
in preventing the famine during the drought of 
1970-73 in spite of the low and declining per 
capita availability of foodgrains in the state. During 
the drought period the EGS was used as a relief 
programme. “By any criterion the drought of 1970- 
73 in Maharashtra must have marked an all time 
record for the scale and reach of public works 
programmes in a famine relief operation” (Dreze 
1990b:89). After the drought period the government 
has continued the EGS and used it as an anti- 
poverty programme. 


The main objective of this paper is to present an 
overview of the state’s strategy in terms of anti- 
poverty programmes and more importantly to 
critically review the EGS. Using the micro-studies 
and secondary data, the present study evaluates a 
number of issues relating to the EGS of 
Maharashtra based on the following questions : 
1. What is the impact of the scheme on 
employment and poverty ? 
2 What are the indirect effects of the scheme 
on women ? 
3. What is the impact of the scheme on 
women ? 
4. How are the delivery and recipient systems ?. 
5. How is the performance of the EGS as 
compared to other anti-poverty programmes ? 
and 
6. What are the lessons from the EGS for 
replicating it in other states ? 
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Before going to poverty alleviation programmes, the 
. article presents a detailed profile of Maharashtra's 
economy relating to the rainfall distribution, 
economic growth, demographic factors and 
employment, institutional aspects, etc, in Section Il. 
This section also includes trends in poverty and 
characteristics of the poor. Section Ill gives an 
overview of the poverty alleviation prgorammes in 
the state’s strategy. While Section IV concentrates 
on the EGS, last section provides concluding 
remarks. 


ll. Profile of Economic, Demographic and 
Institutional Aspects 


In order to provide a proper perspective regarding 
the macro environment with which the agricultural 
sector has to function, rainfall distribution in the 
state can be first point to begin with. 


Rainfall Distribution and Drought Prone Areas : 
There is wide rainfall disparity amongst the different 
parts of the state. Heavy rains occur in Konkan 
region where annual average rainfall goes up to 
2,000mm. ‘However, about 40 percent of the total 
area receives rainfall less than 700 mm per year, 
and in some areas even less than 500 mm. About 
a third of the state is drought prone. About a 
fourth of total area receives rainfall ranging from 
700 to 1,200 mm per year. The report of the Fact 
Finding Committe for Survey of Scarcity Areas in 
Maharashtra State (1973) has identified 12 districts, 
namely, Ahmednagar, Solapur, Pune, Nashik, Sangli, 
Satara, Aurangabad, Beed. Osmanabad, Dhule, 
Jalgaon and Buldhana as drought prone districts. 
Thus these districts are chronically prone to the 
vicissitudes of rainfall and consequent instability in 
agriculture (PEO 1980). These 12 drought prone 
districts together account for about 60 per cent of 
the state's net sown area which highlights that bulk 


of the state’s cultivated area is located in drought . 


prone area districts. 


State Domestic Product : As mentioned above, 
there are enormous disparities between rural and 
urban areas. The urban-rural differences will be 
clear if we look at State Domestic Product (SDP) 
by sectors. The per capita SDP and the per 
worker value added in manufacturing in the state 
were nearly 42 per cent and 32 per cent higher 
than the national average respectively for the year 
1988-89. However, per hectare average value 
added in agriculture and per worker agricultural 
SDP were 40 per cent and 26 per cent lower than 
all Indian average, respectively in 1988-89* In the 
same year, Maharashtra’s rank in terms of SOP 
originating from agriculture in descending order was 
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10th out of 13 states whereas it had first rank in 
terms of per capita SDP for manufacturing and 
services (CMIE 1991).-Also, a major portion of the 
manufacturing and tertiary sectors in the state is 
concentrated in the Bombay-Thane-Pune belt. 


The macro-economic performance of the state in 
different periods is given in Table 1. Performance 
of agriculture and allied activities (primary sector) 
was not satisfactory during the 1960s. : In fact, it 
recorded a negative growth during the period 1960- 


61 to 69-70. As a result, the SDP also recorded 


only 2.85 per cent growth. The growth of primary 
sector picked up during the 1970s and recorded 
more than 6 per cent growth. The SDP growth 
during this period was more than 5 percent. In 
the 1980s again the growth of primary sector 
declined to 1.67 per cent. The performance of 
agriculture sector thus showed fluctuations during 
the last three decades. On the other hand, the 
growth rates of secondary and tertiary sectors were 
satisfactory. Particularly in the 80s the growth rate 
of service sector was more than 6 per cent. 


Sectoral Distribution of SDP and Workforce : 
The share of agriculture in the total SDP declined 
considerably over time due to its slow growth 
compared to other sectors. From around 42 per: 
cent in 1960-61 the share came to less than 25 
per cent in 1988-89. The economy, however, still 
continues to be predominantly agrarian as far as 
the disposition of the work force is concerned. 


. The NSS data show that the share of agricultural 


workers was around 85.6 per cent and 67.1 per 
cent respectively in rural workforce and total 
workforce (rural + urban) respectively in 1983. The 
standard of living of majority of the population in 
the state is thus dependent on the performance of 
agriculture. 


Demographic Factors and Employment : The 
total population of the state as per 1991 census 
was 78.8 million. The population growth during the 
decade 1981-91 was 2.29 per cent per annum 
which was slightly higher than that of all India. 
The urban component of the state was about 38.7 
per cent in 1991 which was much higher than all 
India. Maharashtra has the highest percentage of 
urban population to total urban population in India. 
Greater Bombay is the mega city with 12 million 
population or 41 per cent of the urban population 
of the state. Urban population is predominantly 
concentrated in Bombay, Pune and Nagpur areas. 
During the decade 1981-91, urban growth in 
Maharashtra was 3.27 per annum which was higher 
than. that of all India. 
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According to the 1981 census there were about 47 
lakh immigrants (by place of birth) and 15 lakh out 
migrants. Thus the net migrants were around 32 
lakhs. More than 50 per cent of the total 


immigrants -had immigrated to Bombay only. As’ 


against 10 lakh immigrants in the decade 1961-71, 
the number of immigrants during 1971-81 decade 
increased to 19 lakhs in the state. Of the total 
urban migrants nearly 50 per cent were ‘rom the 
rural areas of Maharashtra. Rural to rural migration 
is also important in the state. 


Trends in Employment and Unempioyment : The 
work force participation rates for rural Maharashtra 
did not show discernible trend, as such during the 
period 1972-73 to 1983°. The participation rate for 
females in rural Maharashtra which was around 54 
per cent was the second highest (next to 
Rajasthan) in the country in 1983°. “The 
corresponding figure. for all India was only 39 per 
cent. The difference between the participation rates 
of principal and total (principal and subsidiary) 
activities was also less for Maharashtra as 
compared to that of all India. 


The person day unemployment rates are given in 
Table 2. The incidence of unemployment for 
Maharashtra declined significantly over time for both 
males and females. Particularly between 1983 and 
1987-88, the incidence declined from 6.25 to 2.9 
per cent for males and 7.2 to 3.5 per cent for 
females. In 1987-88, the unemployment rates for 
Maharashtra were lower than those of all India. 
The decline in the incidence of unemployment over 
time could be due to labour absorption in 
agriculture and the EGS. Bhalla’s study (1987) 
showed that labour absorption in agriculture during 
the period 1970-71 to 1983-84 was quite high in 
Maharashtra. Subbarao (1992) indicated that the 
EGS could be responsible for the decline in 
unemployment rate particularly for females in 1983. 


Polictial Organisation of Poor : In Maharashtra, 
organisation of the poor has been notable mainly in 
the tribal areas even during the pre-independence 
period. Mobilisation of tribals in some form exist in 
Thane, Chandrapur, Dhule and Nasik districts. 
Kisan Sabha was the pioneerig organisation for 
Thane district. Recently, Bhoomi Sena has taken 
up the cause of the poor people in Thane district. 
Another organisation namely Shramik Sangathana 
has been active in mobilising the poor in Dhule 
‘district. In the non-tribal areas the mobilisation of 
the poor labour or poor people has been quite 
weak. Due to this organisations of the landless 
agricultural ljabourers, small and marginal farmers 
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have not emerged in: Maharashtra to a significant 
extent (Brahme and Upadhyay 1979). One study 
comments that the history of political mobilisation 
in the state is a reflection of the history of 
reassertion of ‘Maratha’ hegemony (Lele 1990). 


Based on various indicators, the report of the Fact 

Finding Committee on Regional Imbalances in 

Maharashtra (GOM 1984) showed that Vidarbha, 

Marathwada regions were backward compared to 

western Maharashtra. According to some reports 

the absence of strong and cohesive political 

leadership in Vidarbha and Marathwada could be 
the main reason for the continued néglect of these 

regions by the state (The Economic Times, - 
November 26, 1991). On the other hand, western 

Maharashtra could develop due to the political clout’ 
of leaders like Y.B. Chavan, and Vasantdada Patil. 

Under the umbrella of the co-operative sugar 

factories, the political leaders in this region could 

consolidate their pcsition over time. This also has 

something to do with ‘Maratha’ hegemony. 


Access to Land : It is well know that one of the 
most important assets in rural areas is agricultural 
land. In Maharashtra, as in other states, poverty of - 
the houselholds is inversely related to’ the size of 
land holding. The trends in the structure of 
operational holdings are. given in Table 3. it 
shows that the shares of marginal (up to 1 ha), 
small (1-2 ha) and semi-medium (2 to 4 ha) size 
classes have been increasing in terms of both 
number of holdings and operated area. It should, 
however, be noted that marginal, small and semi- 
medium classes together, with a share of around 
80 per cent in the total number of holdings 
accounted for only 46 per cent of the operated 
area in 1985-86. 


Some other indicators on land holdings for the year - 
1981-82 showed that the average size holding was 
in Maharashtra which was 
much higher than that of all India. The average 
size of holding is overstated because the land is 
not adjusted for soil quality. The quality of soil in 
the state is relatively low (Bhalla 1988). The 
percentage of land under tenancy and average 
number of parcels were lower in Maharashtra as 
compared to all India. However, the percentage of 
landless households in Maharashtra is one of the 
highest in India (around 21 per cent). On the. 
basis of access to land criterion, Maharashtra 
seems to be poorer than many other states. 


Regarding inequalities, the Gini-Coefficient of 
ownership holdings was 0.621 in 1972 and 0.628 
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in 1982. However, in value terms, the Gini- 
Coefficient was low at 0.591 in 1971 and also 
declined to 0.574 in 1981. The inequalities in non- 
land assets such as buildings, livestock, agricultural 
machinery are, however, lower than that of land 
(Bhalla 1987). 


The ceilings on agricultural holdings were first 
imposed on January 26, 1962. The ceilings then 
prescribed were lowered from October 2, 1975. 
By the end of March 1990, 2.86 lakh hectares of 
land was declared surplus. Tenancy laws came 
into force in Maharashtra between 1957 and 1965. 
Tenancy in the State came down from an 
estimated 30-35 per cent in the 1940s to less than 
5 per cent in the 1970s (Reddy 1985). The 
programme of consolidation of holdings is being 
carried out under the provisions of the Bombay 
Prevention of Fragmentation and Consolidation of 
Holdings Act, 1947. Implementation of tenancy 
legislation is somewhat better than that of ceiling 
legislation at any rate. Also, sizeable areas have 
either been consolidated or in the process of beig 
consolidated (Dantwala 1985a). 


Access to Water : One of the major factors 
accounting for instability in crop production, in 
addition to the vulnerability of rainfall, is the very 
low percentage of gross cropped area under 
irrigation (12 per cent even in 1990-91). The 
Maharashtra State Irrigation Commission (GOM 
1962) estimated that it would be possible to create 
irrigation potential of 70.61 lakh hectares from the 
available surplus as well as ground water 
resources, out of which 52.61 lakh hectares would 
be through surface water and 18 lakh hectares 
through groundwater resource. The ultimate 
irrigation potential thus works out to hardly 35 per 
cent of the cultivable area in the state. There are 
significant inter-regional and inter-crop variations in 
the availability of water. In western Maharashtra 
and eastern regions, the percentage of area 
irrigrated varied from 16 to 23 whereas in Konkan, 


Vidarbha and Marathwada, irrigation is less than 10 


per cent in 1988-89. Despite the importance of 
water, more than 60 to 70 per. cent of water in 
the state is used only for one crop, namely, 
sugarcane. This crop is planted in 3 to 4 per 
cent of. the total cultivated land owned by less than 
two per cent of landowners. All other important 
crops in Maharashtra’s economy like cotton, 
oilseeds, pulses are denied legitimate share in 
irrigation water (Shinde 1988). A Study by Rath 
and Mitra (1986) reveals that based on the present 
pattern of cropping under irrigation, no more than 
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34 per cent of the cultivated land in the state is 
likely to be irrigated. A changed pattern of cropping 
away from sugarcane to low water-intensive crops 
can increase this to more than 50 per cent of the 
cultivated area. 


Consumption Based Poverty : Accessibility of 
poor population to land and water has already 
been discussed above. We take up here income 
or consumption based poverty and other aspects 
such as accessibility of poor to public distribution 
system, health, education etc. 


In the absence of income data, poverty estimates 
are generally made on the basis of NSS 
consumption data. Estimates of poverty, made using 
a poverty line of Rs.15 for all India and Rs.16 for 
Maharashtra at 1960-61 prices (and updated by 
using consumer price index numbers for agricultural 
labourers) do not show any consistent trend (Table 
4). They show a pattern of fluctuations up to 
1977-78 but in the later years, i.e. in the 1980s 
there seems to be a declining trend for 
Maharashtra. The decline seems to be very 
significant between 1977-78 and 1983, Kakwani and 
Subbarao (1990) attributed this to the impact of the 
EGS. The year 1986-87 was a bad one in terms 
of rainfall. The foodgrains production declined from 
87.8 lakh tonnes in 1985-86 to 71.4 lakh tonnes in 
1986-87. The marginal decline in poverty between 
1983 and. 1986-87 could be attributed to the poor 
agricultural performance. The decline was more 
prominent between 1983 and 1987-88. 


The incidence of poverty (head count ratio as well 
as Sen index), however, was higher than that of all 
India in most of the years during the period 1959- 
60 to 1987-88. The studies by Minhas et al (1991) 
and Kakwani and Subbarao (1990) using different 
poverty lines showed that poverty levels in rural 
Maharashtra were higher than that of all India. 
According to the study by Minhas et al (1991), the 
incidence of rural poverty was around 54 per cent 
in 1987-88 and this percentage was lower than 
those of only in three other states namely Bihar, 
Orissa and West Bengal. Urban poverty which 
was around 36 per cent in 1987-88, however, was 
much ower than those of many other states. This 
study showed that the absolute poor of rural 
Maharashtra increased from 19.4 million in 1970-71 
to 24 million in 1987-88 while that of urban poor 
increased from 6.3 million to 8.7 million during the 
same period. 


The trends in the incidence of poverty are 
determined by several factors such as performance 
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of agriculture, changes in inequality, changes in 
consumer prices, etc. The inequality in consumption 
distribution for rural Mahatashtra does not seem to 
have worsened (Dev et a/ 1991). Even the 
Increase in consumer price index numbers was 
more or less similar to that of all India. Regarding 
agriculture performance. Ahluwalia’s study (1978) 
showed that there was _ significant negative 
relationship between incidence of poverty and per 
capita agriculture production for Maharashtra during 
the period 1959-60 to 1973-74. 


The data for estimating poverty ratios at the 
regional level are not readily available after 1972- 
73. The estimates computed from NSS data for 
1972-73 show that the inland western recorded the 
lowest incidence of poverty whereas inland eastern 
recorded the highest incidence. The Fact Finding 
Committee of Regional Imbalances (GOM 1984) 
based on a comparison of monthly per capita 
consumer expenditure for the years 1963-64, 1971- 
72 and 1977-78 reveals that the performance of 
coastal and inland western regions in terms of per 
capita expenditure has improved while those of 
Vidarbha and Marathwada declined as compared to 
the state average. 


Characteristics of the Poor : A short-coming of 
the poverty measures based on NSS data is that 
no allowance is made for random or transitory 
variation in consumption. For instance, some 
households may slip temporarily into or out of 
poverty with sudden changes in the price of a 


major agricultural commodity or in the weather. 


Gaiha and Deololikar (1991), using nine years of 
panel data on 170 rural households in 4 villages of 
Maharashtra and 2 villages of Andhra Pradesh for 
the period 1975-84, presented alternative estimates 
- of poverty. The estimates show that slightly more 
than 60 per cent of the poor households were 


poor roughly half the time (i.e. during five of the. 


nine sample years) and 21.8 per cent of the poor 
households were poor during all nine years. Thus, 
the persistently poor are only a fifth of the total 
poor households. 


Separating the ‘persistent poor’ from the ‘transient 
poor’ is important since the. policies needed to 
combat the two types of poverty are quite 
different. For example, while ruraJ works 
programmes or relief operations may be helpful in 
alleviating transient poverty, they may not be 
sufficient to address the problem of persistent 
poverty. Systematic asset or income transfers may 
be needed to alleviate the latter. 
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Table 1 


Growth in State Domestic Product by Sectors 
(per cent per annum) 


eee 


Sector 1960/61 1970/71 1980/81 
to to to 

1969/1970 1979/80 1989/90 
Primary sector -0.86 6.25 1.67 
Secondary sector 5.23 5.60 5.49 
Tertiary sector 4.12 4.93 6.48 
Total SDP 2.85 5.60 4.9% 
Per capita SDP: 0.43 3.33 3.02 


—— 
Note ; Growth rates are estimated by using semi-log trend 
function 

Source : Computed from basic data in Statistical Abstract and 
Economic Surveys, Government of Maharashtra. 


Table 2 


Incidence of Person Day Unemployment in 
Rural Maharashtra and Rural India 
(in percentages) 


Maharashtra All-India 
Male Female Male Female 
1972-73 EA, tit i Me « Sinteaes (i 1% 
1977-78 5.85 9.31 i 9.2 
1983 6.25 7.23 75 9.0 
1987-88 2.90 3.50 4.6 6.7 


Note : Incidence of person day unemployment is defined as a 
ration of unemployment days to labour force person days. 
Source : Sarvekshana, Vol VI, No.3 January-April 1983. Vol XI, 
No.4, April 1988. Special Number, September 1990. 


Table 3 


Percentage Distribution of Numbers of 
Holdings and Operated Area by Size Classes, 
Rural Maharashtra 


Size __ No of Holdings _ Operated Area 
Classes 1970- 1980- 1985- 1970- 1980- 1985- 
71 81 86 71 81 86 
Up to 
1 ha 25.0 28.1 30.6 3.0" 46. %235:9 
1-2 ha tow ee) 25.6 6.0 10.8 14.4 
2-4 ha 22.0 246 243 15.0 22.6 25.7 
4-10 ha 25.0 203 165 36.0 39.6 36.6 
10 and 
above 10.0 4.6 3.0 40.0 22.4 17.4 
Total 100.0 100.0 100.0 100.0 100.0 100.0 


ee 
Source : Reports of the Agriculture census 190-71, 1980-81 and 
1985-86, Government of Maharashtra. 
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't is well known that poverty levels vary across 
different sections of the population in rural areas. 
'~ order to bring inte focus these variations in 
poverty levels, the incidence of poverty is analysed 
by broad categories of households differentiated by 
reference to principal means of livelihood. The 
32nd and 38th rounds of NSS on employment and 


unemployment distinguish the following household 


types: Self-employed in agriculture and non- 


agriculture, agricultural labourers, other labourers 
and other labour households. Using the procedure 
mentioned earlier, head count ratios for each of 
these households in Maharashtra and all India for 
the years 1977-78 and 1983 were estimated. 


The estimates presented in Table 5 show that the 
incidence of poverty in Maharashtra declined 
significantly for all types of households between 
1977-78 and 1983. In spite of the decline, the 
incidence of poverty for agricultural labour 
households was around 53 per cent in 1983. 
Their share on total poor households was the 
highest,around 54 per cent in 1983. As compared 
to all India, the share of self-employed — in 
agriculture among the total poor was lower whereas 
that of agricultural labourers was higher for 
Maharashtra in 1983 (Table 5). 


The share of rural areas in PDS total purchases in 
Maharashtra was between 56 to 62 per cent for 
rice, wheat, sugar, edible oils whereas that of 
kerosene it was only 26 per cent in the year 


1986-87 (Government of India 1990). Compared to — 


rural India’s share of 55 per cent for kerosene 
rural Maharashtra’s share was much lower. The 
accessibility of the poor in rural Maharashtra to 
PDS was much better than many northern and 
eastern states although it was lower than the 


neighbouring state of Gujarat (Dev and 
Suryanarayana 1991). 
A recent study (Kumar 1991) on Human 


Development Index (HDI) puts four states, namely, 
Haryana, Maharashtra, Punjab and Kerala under 
medium HDI category while rest of the states wil 


under low HD! category. Three indicators viz. life - 


expectancy at birth, adult literacy and per capita 
GDP are used for estimating HDI of major states 
in India. According to this study, Maharashtra’s HDI 
for the year 1987 was 0.532 whereas that of India 
was 0.439. Another study (Vyas and Vidyasagar 
1992) constructs HDI for major states in 1987-88 
using life expectancy at birth, average per capita 
income from agriculture and allied activities and 
rural literacy rates. Maharashtra’s HDI was very 


low at 0.16. Only the HDI of Uttar Pradesh at 
0.09 was. lower than Maharashtra. The difference 
between these studies could be due to the 
differences in the use of state domestic product 
(SDP). Kumar (1991) used SDP covering both 
rural and urban areas whereas Vyas. and 
Vidyasagar (1992) utilised only SDP originating from 
agriculture. From the point of view of rural 
poverty, there is some merit in taking the SDP 
from agriculture but well developed urban sector 
may also help the development of rural areas as 
will be shown later in the case of EGS. 


It may be noted, however, that if one looks at the 
basic data relating to health and education, rural 
Maharashtra does not lag behind many of the 
states in India. These indicators which relate to 
rural areas (except in the case of life expectancy 
and couple protection rates) are presented for 
Maharashtra, all India and the neighbouring state of 
Gujarat in Table 6. The table shows that in most 
of the indicators of health and education 
Maharashtra is better placed than all India and in 
some indicators better than Gujarat. 


Ill. Overview of the Anti-Poverty Pogrammes 


As mentioned in Sectionl, the approach of 
Maharashtra Government towards poverty alleviation — 
seems to be in two forms, viz. general productivity 
raising progrmmes in agriculture and direct anti- 
poverty programmes with emphasis on employment. 
For example, the Sixth Plan recognising the state’s 
problem of water resource scarcity introduced a 
large number of new programmes to improve the 
productivity of dry farming, especially that of small 
and marginal farmers, through means of water and 
soil covservation, increase of vegetation cover and 
similar programmes on a watershed basis. Also, a 
substantial emphasis was given to increase 
employment in the state. A provision is also made 
for tribal sub-plan to help the tribal population of 
the state. 


This section provides an overview of the direct 
anti-poverty programmes and programmes related to 
land and water management. Before going to these 
aspects the government expenditure for various 
activities in the state is examined. 


A substantial portion of the budget revenue 
expenditure is incurred on development services. 
The proporation of development expenditure 
increased from 61 per cent in 1961-62 to 64.9 
per cent in 1975-76 and to around 70 per cent in 
1989-90. The major item of expenditure on 
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revenue account is education. The other 
development services that claim substantial 
expenditures are agriculture and allied activities, 
followed by energy, irrigation, health and family 
welfare. Out of the. budgeted capital expenditue 
outside the revenue account around 91 per cent is 
on economic services. Mostly it is on irrigation, 
transport and agriculture and allied activities. 


The percentage of plan expenditure in the total 
expenditure increased from 22.7 per cent in 1975 
to 27.7 per cent in 1989-90. The plan expenditure 
on different activities and their shares in the total 
for the year 1985-86 are given in Table 7. It 
shows that the share of agriculture and allied 
activities which included special programmes on 
rural development was about 28 per cent of the 
total whereas the share of social and community 
services was around 23 per cent. Another major 
share belonged to water and power development 
(36 per cent). In the year 1985-86, the share of 
expenditure on EGS was around 14 per cent, 


Direct Anti-Proverty Programmes 


The Maharashtra government gave top priority to 
employment generation schemes. From time to 
time, schemes on short-term basis to deal with the 


situtation of particular ‘severity and on regual basis 
were taken up. Some of the schemes operated ih 
the 1970s were scarcity relief programme (1970-73), 
crash scheme for rural employment (1971-74), 
village employment schemes (1972-73), food for 
work programmes (1974) (GOI 1980). The most 
important poverty alleviation programme (PAP) in 
the state is, of course, the Employment Guarantee 
Scheme (EGS) which has been continuing since 
the ealry 1970s. 


NREP and RLEGP : For rural employment, Indian 
government has also sponsored some programmes. 
The National Rural Employment Programme (NREP) 
and the Rural Landless Employment Guarantee 
Programme (RLEGP) were started from the year 
1982-83 and 1983-84 respectively. The expenditure 
on RREP and RLEGP together was around 
Rs.103.5 crore and they generated 5.18 crore 
person days in the year 1988-89. There are, 
however, many shortcomings of these programmes 
(see GOI 1987 for evaluation on NREP). The 
Directorate of Economics and Statistics GOM based 
on 1,423 beneficiaries evaluated the RLEGP in 
1987. According to this evaluation the impact of 
RLEGP on employment and assets in Maharashtra 
was very limited compared to that of the EGS. 


Table 4 
Rural Poverty in Maharashtra and All India 


Sen’s Poverty 


Head Count Ratio Poverty Gap 
(in percentage) Index Index 

Year Maharashtra All-India Maharashtra All-india Maharashtra All-India 
1959-60 54.50 44.40 - - 0.210 0.170 
1960-61 48.40 38.90 - 0.180 0.140 
1961-62 42.79 38.22 0.2571 0.2609 0.150 0.140 
1963-64 47.42 45.33 0.2644 0.2709 0.170 0.160 
1964-65 60.57 45.73 0.2926 0.2758 0.240 0.170 
1965-66 55.82 47.21 0.2889 0.2848 0.220 0.210 
1966-67 62.85 56.09 0.3073 0.3170 0.270 0.240 
1967-68 ea is WS 55.79 0.2944 0.3131 0.220 0.240 
1968-69 54.41 50.50 0.2801 0.2922 0.200 0.220 
1969-70 52.19 49.12 0.2696 0.2835 - : 
ieee 44.19 45.39 0.2567 0.2774 0.160 0.180 

- 5G.a5 42.90 0.3280 0.2701 - : 
eee 46.77 44.88 0.2665 0.2618 0.180 0.170 
1977-78 53.95 40.21 0.2917 0.2637 0.214 0.140 
1983 34.35 32.85 0.2240 0.2423 0.124 0.100 
1986-87 32.80 25.58 0.2210 0.2120 0.117 0.084 
1987-88 28.06 23.00 - : . ° 


(1) Ahluwalia (1978) upto 1960-61 
(2) Dev et al (1992) from 1961-62 to 1986-87 


(3) 


Sources : 


1987-88 head count ratio estimated by the author based on 43rd NSS data on consumer expenditure 
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Jawahar Rojgar Yojana : From April 1, 1989 the 
two programmes, NREP and RLEGP, were merged 
to form a new rural employment programme called 
Jawahar Rojgar Yojana (JRY) Unlike the earlier 
two programmes, the JRY is planned and 
implemented mainly through village panchayats. The 
two rural employment programmes (JRY and EGS) 
together generated 17.44 crores of person days in 
1990-91 of which EGS accounted for 51 per cent 
of the total person days generated. From the 
states to the districts, the allocation is to be based 
on the index of backwardness. In Maharashtra, it 
was however noticed that the small panchayats are 
getting lower per capita than large panchayats 
(Godbole 1990). Apart from this, proper audit of 
expenditure of village panchayats is needed ff large 
scale leakages of funds under the JRY are to be 
avoided. 


Other Poverty Alleviation Programmes 


Some self employment programmes, introduced in 
the early 1970s were: programme for small/marginal 
farmers and landless agricultural labourers (1970- 
71), scheme for the benefit of artisans (1974), 
drought prone area programme (1974-75). Three 
centrally sponsored self-employment based poverty 
programmes were introduced in the Sixth Plan. 
They were: Integrated Rural Development 
Programme (IRDP). Training of Rural Youth for 


Self Employment (TRYSEM), Development of 
Women and Children in Rural Areas (DWCRA). In 
Maharashtra, TRYSEM is small and DWCRA is 
operative in only 2 districts. Apart from the EGS, 
only IRDP is the relatively important employment 
programme in the state. 


Integrated Rural Development Programme : The 
IRDP aims at making the beneficiary poor 
households economically viable through self 
employment which would enable the. selected 
households to cross the poverty line. There are 
many evaluation studies on IRDP. There is, 
however, a contrast between the findings of 
intensive micro-studies and large-scale household 
surveys. Micro studies on Maharashtra are not 
readily available. The findings of the large-scale 
studies are much more encouraging. There are 
four major large-scale studies on the [RDP which 
covered the whole country. Subbarao (1985) and 
Bandopadhyay (1988) have thoroughly reviewed 
these studies. There are many other review- 
studies on the IRDP. Rath (1985) after reviewing 
many evaluation studies on the IRDP concludes 
that poverty alleviation progammes_ should 
concentrate on wage employment programmes 
rather than asset creating self employment 
programmes. Dantwala (1985b) on the other hand 
argues in favour of self employment programmes. 


Table 5 
Incidence in Poverty by Household Type and Percentage Shares of each Household in 


Total Rural Poor Households : 


Maharashtra 


1977-78 and 1983. 


All-India 


Incidence of 


Share in Total 


Incidence of 


Share in Total 


ke Poverty ey 2 Poor Households Poverty Poor Households . 

Household Types 1977-78 1983 1977-78 1983 1977-78 1983 1977-78 1983 
Self employed in 

Agriculture 36.1 24.9 30.3 29.2 28.0 26.5 34.6 36.4 
Self employed in 

non-agriculture 43.5 29.1 6.8 7.0 35:7 30.6 10.1 10.8 
Agricultural 

Labourers 64.1 53.1 52.2 54.4 55.9 50.9 446 - 42.0 
Other Labourers 45.4 3i3 rt 6.0 36.2 33.7 6.9 6.1 
Other Households 25.1 16.1 3.4 3.4 22.0 18.9 3.8 4.7 
Total 47.5 B5i2 100.0 100.0 37.3 33.5 100.0 100.0 


—————— 
LLL LLL LLL LLL LLL LLL LLL LLL LCL LC CC Rt ne 


Source : Estimated by the author based on data for 32nd and 38th rounds of NSS given in Sarvekshana. Vol. 11 No.4 April 1988 


NSS report No.341-4, April 1989 . 
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Table 6 ) 


Indicator of Health and Education in Rural Areas : Maharashtra, Gujarat and India 
Ne ee a eee 


indicators 


Life expectancy* (1981-85) 

Birth rate (1986) 

Death rate (1986) 

Infant mortality (1981) 

Couple protection rates* (1990) 

Primary health centres per lakh 

of rural population (1981) 

Male literacy (1987-88) 

Female literacy (1987-88) 

Adult male literacy (1981) (15 years and above) 
Adult female literacy (1981) (15 years and above) 


Adult male literacy (1981) (35 years and above) 
Adult female literacy (1981) (35 years and above) 


Maharashtra Gujarat India 
60.2 57.6 52.3 
31.7 32.9 34.2 
9.7 11.3 12.2 
106 92 106. 
56.4 56.6 42.7 
27.1 30.5 25.7 
Sta 54.7 25.9 
32.7 31.2 48.4 
58.4 54.2 47.3 
22.2 22.8 17.6 
45.9 42.7 38.0 
9.0 12.2 8.6 


* refers to both rural and urban 

(1) CMIE (1991) 

(2) Census 1981. 

(3) Sarvekshana Special Number, September 1990 


Sources : 


A study by Dreze (1990a) showed the contrast 
between the findings of large-scale and micro 
studies’. Instead of IRDP, Dreze advocates a 
serious programme of employment generation, 
preferably in the form of an EGS with legal status. 


Programmes for Drought Prone Areas : In 
Maharashtra, 89 talukas out of the 300 talukas 
have been identified as chronically drought-prone. 
During the period 1982-83 to 1987-88, the state 
government incurred a total expenditure of 
Rs.711.64 crore on providing drought relief. During 
the same period the central assistance for drought 
relief was Rs. 265.32 crore. In addition, the state 
government also incurred large expenditure on 
drought-proofing measures, such as watershed 
development, dry land farming, construction of 
minor irrigation works such as percolation tanks 
and afforestation (Godbole 1989). 


Public Distribution System : The government of 
India bears the expenditure on food subsidies in 
different states. The number of ration shops in 
Maharashtra was 35,169 in December 1990. The 
per capita distribution of foodgrains in the state 
was 22.7 kgs in 1983. This is much higher as 
compared to those of the poorer states like Bihar, 
Madhya Pradesh, Uttar Pradesh. The share of 


Maharashtra in total all India foodgrains distribution 
under PDS. was 9.6 per cent in 1988-89. Based on 
some indicators, Tyagi (1990) estimated desired 
pattern of distribution. According to this estimate, 
Maharashtra should get around 11.4 per cent of 
foodgrain distribution. 


Social Services : The per capita revenue 
expenditure on social services in Maharashtra 
increased from Rs.82.4 in 1976-77 to Rs.153.9 in 
1986/87 at 1980-81 prices. During the same 
period, the share of social services in total 
spending increased from 28.3 per cent to 32.7 per 
cent. The government programmes and 
expenditure one education, health and nutrition are 
discussed below : 


The per capita revenue expenditure on education 
increased from Rs.47.3 in 1976-77 to Rs.79.6 in 
1986-87 at 1980-81 prices. Public expenditure on 
education as a percentage of net SDP at current 
prices has gone up fom 2.71 in 1980-81 to 3.57 in 
1986-87. There were 57,444 primary schools 
functioning in the state in the year 1990-91. 
Though the responsibility for primary education 
squarely vests in local bodies such as municipal 
councils and zilla parishads, a number of private 
institutions have opened primary schools. Average 
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expenditure incurred by the government per pupil in 
1988-89 was Rs. 548 for primary schools and 
Rs.869 for secondary schools. 


From the First to the Seventh Plan, allocation for 
primary education has come down from 56 per 
cent to 22: per cent of the total allocation for the 
education sector. The allocation for university 
education, however, has gone up from 9 per cent 
to 16 per cent of the total during the same period. 
Of the total plan and non-plan expenditure on 
education, while expenditure on primary education 
was 47.5 per cent in 1980-81 and 45.5 per cent in 
1987-88, secondary education accounted for 31.1 
per cent and 37 per cent respectively. 


The drop out rates for the children aged 10-14 
years is quite high. And, there are differences 
between the poor and the rich. For example in 
1980-81, the drop-out rates for bottom and top 
fractile groups relating to male children were 17.78 
and 13.62 per cent respectively. The inequalities 
across fractile groups are much higher for female 
children. The drop-out rates for bottom and top 
fractile groups relating to female children were 
24.58 per cent and 7.71 per cent respectively 
(Tendulkar 1989). 


Turning to health, the real per capita revenue 
expenditure on health (which indudes family welfare 
and water supply) increased from Rs.20.3 in 1976- 
77 to Rs.44.7 in 1986-87. These levels and growth 
are higher in Maharashtra as compared to all India. 
People in rural areas are comparatively poor. 
Medical experts are not willing to go to such 
places obviously because they are not lucrative 
enough. In order to solve this problem the state 
health ministry has planned to organise health 
‘shibirs’ in remote areas with active participation 
and involvement of medical trusts and social 
service organisations like the Rotary and Lions 
cubs, members of which are professional experts. 


Regarding nutrition, uner the Integrated Child 
Development Services (ICDS), nutritious 
supplementary food is given to children below six 
years of age and to the expectant and nursing 
mothers. The number of such projects operating 
in the state in 1990-91 was 149. Of these, 131 
were in rural areas and of these 131, 140 were in 
tribal areas. 


Water and Land Management Programmes 
Realising the importance of water for the state, 


efforts have been made by the government and 
voluntary organisations to maximise the returns 
per unit of water. The Committee on Eight Monthly 
Supply of Water on.-the Irrigation Projects in 
Maharashtra made a series of recommendations for 
optimum use of available water resources (GOM 
1979). In the light of these recommendations, the 
state government in February 1987 decided that in 
all new (small, medium and large) projects to be 
taken up in the future in water-scarcity basins, 
eight monthly irriaation system should be adopted. 
The committee recommended that in’ water 


scarcity basins, no additional surface water should 


be sanctioned to perennial crops particularly 
sugarcane. 


In order to expedite its long-term ambitious plan, 
the state government has decided in May 1992, to 
set up a separate ‘water conservation’ department 
bifurcating some other departments, partly doing the 
same work, and bringing them under one roof. 
The new department would get budgetary allocation 
of nearly Rs.400 crore in 1992. Moreover, part of 
the funds EGS and the JRY would be transferred 
and the department was expected to get about 
Rs.600 to Rs. 700 crore (The Times of India, May 
21,1992). 


Regarding the efforts of voluntary organisations, 
mention may be made of Pani Panchayat in 
Naigaon in Pune district which succeeded in 
distributing limited water available in an equitable 
and optimum manner (Deshpande and Reddy 
1990). Many marginal farmers and agricultural 


labourers also benefited from these schemes. Some 


village level experiments in water management were 
successfully implemented in Ralegaon Siddhi in 
Ahmednagar, Adagaon and Palashed villages of 
Aurangabad district (Godbole 1990). 


IV. Evaluation of Employment Guarantee 
Scheme 


The Employment Guarantee Scheme (EGS) is an 
attempt to enlarge the scope of employment in 
order to alleviate poverty in the state. EGS is one 
of the most researched wage employment 
programme. There have been many micro studies 
and studies (and comments) based on micro as 
well as aggregate data®. Using these studies and 
secondary data, a critical evaluation of the EGS.is 
attempted in this section. 


Begun on a very small scale in Tasgaon block of 
Sangli district in 1965, and extended as part of an 


integrated rural development project in 1969, the 
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Table 7 


Sectorwise Plan Expenditure and their 
Shares; 1985-86 


Sectors Expen- Share 
diture (Percen- 
(Rs. Crore) tages) 
1. Agriculture and 
allied services 478.88 27.71 
(a) Agriculture and 
allied other than 
on special programmes ~~ 193.41 11.19 
(b) Special programmes , 
on rural development 285.47 16.50 
(i) EGS 245.00 14.20 
(ii) Drought-prone areas 5.24 0.30 
(iii) IRDP 16.70 0.97 
(iv) National rural develop- 
ment programme 18.23 1.05 
11. Co-operation 16.02 0.93 
lll. Water and power 
development 626.04 36.22 
(a) Water development 253.45 14.67 
(b) Power development 372.59 21.56 
IV. Industry and mining Beye 3.34 
V. Transport and 
communication 90.76 5.25 
Vi. Social and community 
services 396.02 22.91 
Vil. Economic services 0.21 0.01 
Vil. General services 10.70 0.62 
IX. Special programmes 
for districts Bea 2.91 
X. Bombay development 1.56 0.09 
Grand Total 1728.24 100.00 


a EEE nl 


Source : Computed from Godbole (1989) 


scheme was adopted by the state in 1972-73 


through the efforts of its architect and proponent V.. 


S. Page, a Gandhian leader and long-term 
chairman of the Maharashtra legislative council. 
During the drought period 1970-73, EGS was 
mainly in the form of relief programme (for detail 
see Dreze 1990, Subramaniam (1975) and Osmani 
(1991)). The central government also provided 
drought relief through Crash Scheme for Rural 
Employment. The Maharashtra government, 
however, was not happy with the state’s 
dependence on the centre for drought relief. The 
chief minister V. P. Naik decided to set up a state 
level programme with the backing of opposition 
parties (using only state resources). An 
unprecedented feature of this programme was that 


of employment guarantee. The state government 
has given statutory support to the guarantee of 
employment through the enactment of the 
Maharashtra Employment Guarantee Act 1977 
which has been brought into force from January 
26, 1979. 


The principal aim of the EGS is to provide gainful 
and productive employment to the people in the 
rural areas and in the areas of ‘C’ class municipal 
councils. Such applicants should be in need of 
work and prepared to do manual labour which they 
cannot find on their own. The employment has to 
be gainful to the individual and productive to the 
economy of the state. 


Salient Features 


The salient features of the programme are: 
(a) All adult persons are covered under the 
programme; 3 


(b) The guarantee is given at the district level, 
though operationally works are normally 
provided within the panchayat samiti area. 
The person demanding the work has no 
choice regarding nature of work; 


(c) The employment seeker has to get his 
name registered under this scheme with the 
registering authority of the village, i.e. Talathi 
or Gramsevak, by filling form no. 1 prescribed 
under rules. Then he or she has to fill up 
forms no 4 and 7 (for details see GoM 
1992). Failure to provide employment creates 
the liability on the state for payment of 
unemployment allowance at the rate of Rs.2 
per day; 

(d) Only productive works are permitted under 
the scheme. With a view to minimise the 
recurrence of drought in the state, it has 
been prescribed that moisture conse vation 
and water conservation works should be 
given priority. Accordingly, priority of works is 
fixed as follows : 

(i) moisture and water conservation 


(ii) soil conservation and land development 
works 

(iii) afforestation 

(iv) road works and 

(v) flood protection measures 


(e) The works are designed in such a way that. 
expenditure on labour forms at least 60 per 
cent of the total; 


(f) The wages are paid on piece rate basis; 
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(g) Ex-gratia payment up to Rs.5,000 is 
admissible in case of death or disablement of 
a worker on the work; 


(h) Welfare amenities are provided to the workers 
such as potable water, creches, rest shade, 
first aid facilities, etc. 


From a modest beginning of only Rs1.88 
crore in 1972-73, the scheme expanded to 
and expenditure of Rs.235 crore in 1990-91. 
Its provision of employment increased from 
0.45 crore person days in the first year to 
around 19 crores in 1985-86, but declined to 
around 8 to 9 crores since 1988-89 (Table 8). 
The cost per person day (in current prices) 
increased from about Rs.4 in the first year to 
around Rs.30 in recent years. The average 
wage per person day in current prices 
increased from Rs.3 in 1976-77 to Rs16 in 
1991-92. However, if these wages are 
deflated by the consumer price indices for 
agricultural labourers, the real wages (at 
1970-71 prices) showed a rise from 1.75 in 
1976-77 to 3.3 in 1982-83 but showed 
fluctuations till 1987-88. Since 1987-88, real 
wages have been around Rs.4 because of 
the rise in minimum wages. 


The labour attendance varies with season. 
For example, in 1987-88, it varied from 9.4 
lakh workers in May to 2.27 lakh workers in 
October. Attendance is higher during lean 
agricultural season. The scheme has grown to 
consume as much as 10 per cent of the 
state’s developmental expenditure. The 
budget outlays for the EGS are higher than 
transportation and communication and double 
to that of industry and mining. 


Resources for the EGS 


This scheme is totally financed by the staie 
government. In order to raise resources for the 
implementation of the scheme, the state 
government has levied special taxes and levies: 


(1) Tax on professions, traders callings are 
employment: 


(2) Additional 
(3) Additional tax on sales tax: 


(4) Special assessment on irrigated agricultural 
lands; 


tax on motor vehicles; 


(5) Surcharge of land revenue: and 


(6) Tax on non-residential urban lands and 
buildings under Education Cess Act. 


Of the total revenue raised in each of the 
last five years, about 94 per cent was 
contributed by profession tax (64 per cent) 
and additional tax on sales tax (30 per cent). 
The share of tax on agricultural land is less 
than 5 per cent in recent years. It shows 
that the taxes on the EGS are mainly paid 
by the urban population. 


The state government has to make a 
matching contribution equal to the net 
collection of taxes and levies every year. The 
net collection of taxes and levies and the 
matching contribution from the _ state 
government have to be credited to a 
separate fund called ‘Employment Guarantee 
Fund’ which has been constituted to ensure 
that the resources raised for the 
implementation of the the EGS are utilised 
only for the purpose of the EGS. If there is 
any balance in a particular year, the scheme 
is carried forward to the subsequent year. 


A three tier administrative set up has been evolved 
to ensure close and effective liaison and continuous 
supervision over the programme. Committees for 
planning, direction, control and co-ordination have 
been set up at the state, district and panchayat 
samiti level. The works are implemented through . 
the government departments (and not through 
contractors) like irrigation, public works, ce li 
forest and zilla parishads. 


At the state level, the planning department is in 
overall charge of the programme covering all 
aspects of planning, administration, provision of 
funds, monitoring and evaluation of the programme. 
The commissioner of the revenue division controls 
the EGS works in his division. The collector is in 
overall charge of the programme at the district 
level. At panchayat samiti level, the tahsildar has 
been assigned the functions of the assessment of 
demand for employment and deployment of 
labourers on different works in the panchayat samiti 
area. 


The planning department makes a budget provision 


and releases the quarterly credit limits to the 
collector. The collectors have discretion to make 
further releases to the implementing agencies at 
the district ievel. Weekly and monthly progress 
reports have to be presented for the EGS. These 
reports are sent by the implementing agencies to 
ihe collectors for onward transmission to the 
Dlanning department. Apart from the official 
department, there are some non-official committees 
for consultation and supervision of the EGS.° 
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Table 8 
Quantitative Dimensions of the EGS : 1972-73 to 1991-92 


Year Budget Total 


Expenditure Perce 
Provided Expenditure oud Wages* of wide ; bas se i tlt ne wes wane 
(Rs Crore) (Rs Crore) (Rs crore) Expenditure the EGS Day Person. Perea. 
(Crore) (Rs) Day (Rs) Day** 
| (Rs) 
BS 5. A aaa ie a. = Ss Al baa lt ll i 
1972-73 2.23 1.88 NA 0.45 
1973-74 3.71 1.89 NA 0.51 4 m 
1974-75 15.00 13.72 NA 4.81 2.85 - 
1975-76 30.49 34.61 31.48 90.05 10.95 3.16 : 
1976-77 50.00 ola 38.35 75.04 13.65 3.74 2.81 1.75 
1977-78 55.00 51.54 38.13 73.98 Take 4.39 3.25 1 95 
1978-79 70.63 74.17 59.03 79.58 16.35 4.49 3.61 24 9 
1979-80 100.40 109.23 89.45 81.99 20.54 5.32 4.36 2.31 
1980-81 110.90 122.12 92.69 75.90 Liane “fe 5.40 2.56. 
1981-82 116.00 126.17 98.09 77.74 15.60 8.09 6.28 2.63 
1982-83 125.66 130.93 99.78 76.20 12.80 10.23 7.80 3.29 
1983-84 157.34 184.98 139.37 75.34 16.45 11.24 8.41 3.17 
1984-85 155.74 232.04 147.77 63.68 17.80 13.04 8.30 3.06 
1985-86 246.55 272.24 181.99 66.85 18.95 14.37 9.60 3.39 
1986-87 226.08 243.43 154.37 63.47 18.76 12.98 8.23 Z.se2 
1987-88 265.24 288.31 153.36 53.19 13.32 19.06 SP 2.76 
1988-89 250.00 254.23 126.26 50.00 8.13 31.27 15.02 4.09 
1989-90 231.54 239.28 123.40 53.30 7.80 30.68 15.53 3.97 
1990-91 235.00 235.00 140.00 60.00 8.94 26.28 15.66 4.06 
1991-92 260.54 194.00 108.00 55.67 6.58 29.48 16.41 
(up to 
Dec 91 


* The includes value of foodgrains distributed which has been discontinued from January 1989. 


** At 1970-71 prices 


Sources 17. 


Columns 2 to 8, Planning Department, Government of Maharashtra, Bombay. 


2. Column 9 calculated by the author using consumer price index numbers for agricultural labourers. 


Impact of the EGS on the Poor 


There has been a debate about the effectiveness 
of the EGS in covering the target group. Using 
landless labourers as the criterion for target group, 
the PEO study (1980) shows that only 40 per cent 
belonged to the target group under the EGS. 
Ravallion (1991), however, say that EGS is well 
targeted to the poor. Dandekar’s study (1983) also 
reveals that 90 per cent of the EGS workers were 
below the poverty line. Employment and labour 
attendance under the EGS were around 19 crore 
person days and 6 lakhs respectively in 1986-87. 
Althogh there has been a considerable decline in 
recent years the impact on employment: under the 
EGS is impressive by any standards,. particularly, 
as compared to other anti-poverty programmes in 
India or any other country. 


The contribution of the EGS to the employment 


needs of Maharashtra are covered under following 
aspects: 


EGS contribution to the Employment of Rural Work 
Employed : in 1987-88, the EGS provided 133.3 
million person days of employment.This 
figure,however, relates to both wage employed 
(mainly landless labourers) and cultivators. If we 
assume that 50 per cent of the EGS employment 
is provided to landless wage labourers (as shown 
in some field studies), this figure would be 66.7 
million 1987-88. According to NSS 43rd Round © 
there were 5.6 million male and 4.5 million female 
employed workers above 15 years in 1987-88. ° 
Since recent data on number of average days 
worked by a labourer is unavailable use of the 
1974-75 Rural Labour Enquiry (RLE) is made. If a 
standard person year consists of 300 days, 
according to RLE data there were 79 and 120 
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unemployment days for males and females 
respectively in Maharashtra. . If these days are 
applied to the wage employed workers, the total 
unemployment figure among the wage employed 
comes to around 981 million person days whereas 
the EGS employment to target group was only 
66.7 million person days. It would thus appear that 
the scheme was able to eliminate approximately no 
more than 7 per cent of unemployment among this 
group in 1987-88 (Osmani 1991). 


Percentage of the EGS Labourers to the Total 
Rural Workers : The average labour attendance 
under the EGS was 5.2 lakhs in the year 1987- 
88. In the same year the NSS 43rd Rouna data 
reveal that there were 21.2 million workers (self 
employed as well as wage employed) above 15 
years. Thus the share of the EGS workers in the 
total rural workers was only 2.5 per cent in the 
state. 


Funds Needed to Remove Rural Unemployment in 
the State : The EGS provided 133.3 million person 
days in the year 1987-88. The cost per person 
day and average wage per person day were 
Rs.19.1 and Rs. 9.11 respectively. Using the same 
calculations done for the wage employed above, 
the required person days for all the rural workers 
(who were around 21.1 million) would be around 
2,188 million. If the same cost and wage rates 
under the EGS are applied to these person days, 
the total cost and expenditure on wages come to 
around Rs.41,700 million and Rs.19,931 million. 
respectively. Against the the total cost on the EGS 


was Rs.2,350 million and on wages it was 
As.1,350 million. It would appear that the share of 
the EGS in the total cost needed to remove 


unemployment in a year in Maharashtra comes to 


only 6 to 7 per cent. In other words, if 
unemployment has to be removed through public 
works, ther should be almost 20 times increase in 
the EGS expenditure. 


Employment and Income under -Micro-Studies : 
Turning to micro studies, the employment provision 
of person days per person in a year varies from 
25 in GOI (1980) to 160 in Dandekar (1983) (Table 
9). A study on Shirapur and Kanzara villages show 
that in the five year period from 1979-80 to 1983- 
84 days worked on EGS represented about 20 per 
cent of the total employment in Shirapur and 10 
per cent in Kanzara Bhende et al 1990. Datar’s 
study (1988) reported that the contribution of EGS 
employment to the total employment of the 
participants was about 50 per cent in the survey 
villages. Thus, if the results of micro-studies are 
accepted the impact of employment for the 
participating labourers is impressive by any 
standards. Similarly, as shown in Table 9, 
contribution of EGS to: income of the EGS 
households is quite substantial. 


Impact on Women : It is worth noting that in rural 
Maharashtra, the EGS is known as a ‘programme 
of women’. The estimates of the proportion of 
women on the EGS varied from 39 per cent. [PEO 
1980], 51 percent (Dandekar 1983), 49-80 per cent 
(ISST 1979) and 45-64 per cent (Datar 1988). 


Table 9 
Results of Some Micro-Studies on Composition, Employment and Wages of the EGS Workers. 


Studies Survey Percentage Percentage Percentage of Person Wage EGS Contribution 
Period Belonging of Small & SC and ST Days Rate . to Total 
to Landiess HHS Marginal Farmers Population Employed income 
PEO (1980) 1976-78 24 40 NA 25 2.93 NA 
ISST (1979) 1979 51 30 NA 157 2.75 NA 
Dandekar (1983) 1979-80 45 42 42 160 3.60 65 
Deshpande V 1976-77 31 31 31 50 2.00 NA 
(1982) 
GoM (1982) 1981 52 41 41 NA NA NA 
RDC (1985) 1983-84 ° 38 40 - 40 170 NA NA. 
Deshpande S. K. 1983-84 NA NA NA 23 5.50 21 
(1988) ! Me 
Acharya and 
Panwalkar (1988) 1985-86 34 46 46 54 
5.30 1 
Dame + 988) 1985-86 35 47 47 105 7.80 + 
athe M. D. 1987-88 21 58 . 
(1990) 50 NA NA NA 


a 


(OBCs) Source : Modified from Acharya (1990) 


* Including other backward castes 


LLL LLL LLL LLL LLCO CLL CL CC CCTs, 


244 
Poverty and Development — A Dossier 


Alleviating Poverty — Maharashtra Employment Guarantee Scheme 


These large percentages could be due to 
predominance of female labour in casual unskilled 
work in rural areas. The study by Datar (1988) is 
the latest one on the impact of EGS on the 
women. This study showed that the EGS formed a 
core income for many women. Dantwala, however, 
it not very happy to find that the EGS has 
become a “programme of women”. His preferred 
option for women would be Supplementary 
employment in their household premises, so as not 
to disrupt their domestic work/duties. 


Stabilisation Benefits to the Poor : \t is important 
to note that it is not enough to look at the direct 
benefits in form of employment and income 
generated by the EGS. Other indirect or the so- 
called general equilibrium effects and the 
Stabilisation benefits of the EGS on the poor also 
need to be taken into account. EGS contributes 
to be creation of rural assets. Between 1975 and 
1986, the number of projects sanctioned was 
around 1,73,000 out of which 68 per cent was 
completed. The EGS can have substantial impact 
on agricultural growth and wages. The EGS 
projects mainly relate to soil conservation, land 
development, percolation tanks, irrigation, road 
works and afforestation. By the ena of the 1980s 
more than 6,000 percolation tanks were completed. 
One of the criticisms of the EGS is that the 
benefits of the created assets go to the non-poor. 
However, recent sub-schemes such as ‘horticulture 
programmes’ and the Jawahar Well Scheme are 
intended to help the lands of small and marginal 
farmers. 


It should also be noted that the poor could derive 
continuing benefits if there is agricultural 
development due to EGS assets. A recent study 
by Sathe (1991) informs that the assets created 
under the EGS led to improvements in agriculture 
and rural non-agricultural activities. There is also 
evidence that the EGS wage rate influenced the 
general agricultural wage rate in the state. 
Employment generation schemes can have the 
effect of raising the reserve price of labour. 


One of the most important aspects of the EGS is 
its seasonal stabilisation effect’'on the incomes of 
the poor. Reducing fluctuations in income 
can matter as much to the poor as raising 
average incomes. It can prevent acute distress and 
costly forms of adjusment such as _ selling 
productive assets. In other words even if the 
increase in income is not large, the existence of a 
form of income or employment insurance 
(particularly in the absence of effective institutional 


credit) can be quite significant. Although only 0.5 to 
0.7 million workers (out of 20 million rural workers 
in the state) participate in the EGS, all rural 
workers value the insurance function of the EGS 
and veiw the scheme as a form of security. 
Famine prevention is another important benefit of 
the scheme. 


The importance of the EGS lies in its guarantee of 
work if employment .is made an entitlement, the 


_EGS can facilitate collective political action by the 


poor, and can promote the realisation of their 
common interest. The EGS can also have the 
effect of making rural politicians more responsive to 
the demands of the poor. It can provide the poor 
with opportunities for effective action and encourage 
the mobilisation of their political resources. 


EGS work can have an impact on the social life 
of workers. Concentrating large numbers of workers 
in one place in similar conditions and increasing 
their interaction helps to break down social 
differences. We have already noted about the 
positive impact of EGS on women. There is 
evidence that rural-urban migration has been some- 
what reduced because of the EGS. An absence of 
the EGS would thus have consequences for urban 
poverty also. 


This is not to suggest that everything is rosy about 
the EGS. There are problems that relate to the 
design and implementation of projects, corruption, 
people’s participation and so on. 


Opportunity Cost to the Workers : Participation in 
the EGS involves some costs to the workers. 
Opportunity cost here is defined as the expected 
wage foregone by participating in the EGS when 
that person works on his/her farm or on his/her 
household or chooses leisure. The gain to the 
worker is the excess of the EGS wage over his/ 
her reservation wage. A study by Datt, Gurav and 
Ravallion (1992). On two villages of Maharashtra, 
however, found that the foregone income due to 
employment on the public works is quite' low - 
around one quarter of gross wage earnings: most 
of the time displaced was in domestic labour, leisure 
and unemployment. It shows that workers do not 
lose much by participating in the EGS at least in 
the studied villages. 


EGS and Other Anti-Poverty Programmes 


Various evaluation studies have revealed that the 
performance of the EGS is much better as 
compared to other anti-poverty programmes in India 
such as NREP, RLEGP and IRDP (Acharya 1990 
and World Bank 1989). Although all the anti-poverty 
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programmes are designed with safety net objective, 
the EGS has been more successful than NREP 
and RLEGP in controlling the type of works taken 
up and the quality of implementation. None of the 
_ other programmes have sustained large-scale 
operations for a lengthy period or dealt with 
corruption and other administrative problems as 
effectively as the EGS (World Bank 1989)". Hirway 
and Terhal (1994) have made an interesting 
comparison of rural public works programmes in 
four Indian states, China and Bangladesh (Bhatt 
1991). According to this study Maharashtra’s EGS 
and West Bengal’s NREP have performed better 
than those of Gujarat and Karnataka. However, the 
rank of Maharashtra’s EGS is lower than those of 
China and Bangladesh. It shows the there is lot 
of scope for improvement in the performance of 
the EGS. 


The EGS has almost completed 20 years of its 
‘existence. Now the questions posed are : 


(a) How long the programme will continue or how 
long will it be sustained ? 


(b) Has the programme fulfilled .its objective 
namely achieving labour absorbing capacity in 
the main stream so as to bring about a 
decline in the demand for the scheme ? and 


(c) Are there any new directions in the scheme? 


The available evidence shows that the EGS is yet 
to fulfil its objectives except in few pockets like 
Ralegaon Shindi and some areas surveyed by 
Sathe (1991). Due to this the scheme is going to 
continue in future. Regarding sustainability of the 
scheme finance does not seem to be a problem in 
the immediate future although the costs are going 
to be high due to doubling of wages in 1988. In 
recent years, however the Maharashtra government 
has changed the thrust of the EGS to new 
directions. 


Shram Shaktidware Gram Vikas : Under the 
government resolution (Planning Department, June 
22, 1989) the government has formulated a special 
programme captioned as ‘Shram Shaktidware Gram 
Vikas’ (village development through labour) as a 
subscheme of the EGS. The optimum utilisation of 
the water received during the year, well conceived 
planning of the entire village, land utilisation of 
village for optimum food production, development of 
labour-intensive small industries like’Ambar Charkha’, 
sericulture, etc. are the basic aspects of village 
development. It is proposed to operate all these 
developmental works in a village in an integrated 


manner. The government has also introduced 
comprehensive watershed development programme. 
(COWDEP) for the EGS works. 


Horticulture Programme Linked with the EGS : 
With effect from June 1990, the government has 
launched a horticulture programme linked with the 
EGS. Plantation can be taken up on a minimum 
of 0.2 hectares and maximum of 4 hectares of 
beneficiary. The programme will be executed at 
100 per cent government cost on the lands of SC, 
ST and small farms as per definition of National 
Bank for Agriculture and Rural Development 
(NABARD)" 


Jawahar Wells under the EGS : Jawahar Well 
Scheme on the pattern Jeevandhara Well scheme 
of the Indian government was started under the 
EGS from September 1988. Under this 
programme, wells are undertaken on the land of 
small and marginal farmers who are below poverty 
line. However, the scope of this scheme has 
since been widened with effect from December 
1991, under the modified scheme construction of 
wells programme is to be taken on the lands of 
small farmers as per the definition of NABARD. 


Delivery and Recipient Systems | 


Framing of rules and mere enactment of laws are 
no guarantee for effective delivery of the EGS 
benefits. Delivery in the case of the EGS can be 
related to three aspects, namely guarantee of 
employment, improving the incomes of the 


beneficiaries by providing wages according to their 


work and creation of productive assets for rural 
development. 


As mentioned earlier, elaborate arrangements are 
made to deliver the EGS benefits to the recipients. 
The revenue department must be prepared to 
provide work on demand but it is the irrigation, 
agriculture, forestry and other departments which 
draw up advance plans for works in groups of 
villages, and then on instruction, execute individual 
projects using the EGS labour. Official instruction, 
informal guidelines, extensive monitoring, 
unscheduled field visits, vigilance tours by officials 
at various levels, and the advisory and supervisory 
role of non-official status statutory committees help 
in delivering the EGS benefits. 


What distinguishes EGS form other rural 
employment programmes is the statutory, judicially 
protected work guarantee. However, employment is 
sometimes not ‘guaranteed’ due to several factors 
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relating to design as well as implementation. 
Firstly, the procecure of getting employed under the 
EGS is lengthy and is riddled with bureaucratic 
procedures. As mentioned above, the labourers 
have to fill up many forms to get employment 
under the EGS. Since most of the workers are 
illiterate, it is difficult for them to fill up these 
forms. 


Secondly, even the officials of the programme 
consider the EGS as an employment of last resort, 
instead of considering it as an anti-poverty 
programme. They expect labourers to search for 
better employment opportunities regardless of the 
fact whether such opportunities existed. 


Thirdly, the administration faces difficulties in 
identifying and designing works in the vicinity of the 
villages and consequently the EGS is not able to 
provide continuous employment in relation to the 
need. Moreover, since the guarantee to employment 
is provided only at the district level, many 
labourers are unwilling to migrate from one tahsil 
to another. The earnings and the extent of 
employment under the EGS are also not attractive 
enough for the labourers to migrate out. 


Fourthly, the needy labourers are supposed to be 
informed of their right to work and the procedures 
of wages, etc. by the district and taluka level 
employment guarantee committees and the work 
site committees. Some micro studies however 
show that very few people know about the 
procedures followed under the EGS. One micro 
study on Thane district revealed that not a single 
respondent viewed the scheme as a right-to-work 
scheme (Deshpande 1988). 


Lastly, there is considerable uncertainty and anxiety 
about the period of employment, as the state. is 
required to provide employment for a minimum of 
30 days at a stretch. Thus, there are problems of 
unemployment between projects (Herring and 
Edwards 1983). Further, the landless workers are 
interested in daily wages and not weekly or 
fortnightly wage payments. Besides these, 
complicated wage policy, corruption, political 
interference discourage the workers to -undertake 
the EGS ‘work. 


Regarding delivery of wages, according to the EGS 
design the recipients are supposed to get minimum 
wage if he/she works seven hours a day. Many 
micro-studies, however, reveal that the recipients 
are getting less than minimum wages. There have 


SES RSRSRERSIRES IGE oY sae oe 


been cases of corruption and leakages because fo 
the complicated piece rate system. With regard to 
assets, factors such as political interference, rivalry 
between revenue and technical departments, lack of 
proper blueprints, lack of overall co-ordination, delay 
in implementation, lack of maintenance: shift in 
emphasis to roads, etc, have contributed to the 
less productive nature of the EGS assets. Also the 
volatile demands of the recipients create problems 
for the delivey system. Droughts, natural calamities 
or even seasonal changes cause dramatic shifts in 
demand. Even with relatively flexible administrative 
structure of the EGS, it is difficult to make 
adequate adjustment (Echeverri-Gent 1988). 
Because of sudden increase in demand, new 
projects have to be undertaken’ which may be of 
little productive value (Dantwala 1978). 


It is noteworthy that the delivery system is much 
better in areas where voluntary organisations are 
active. A study on Jawahar taluka of Thane. 
district (Deshpande 1988) shows that the existence. 
of a receiving mechanism in the form of a labour 
organisation helped in improving the delivery of the 
EGS benefits. The role of the organisation in 
securing benefits to the labourers was clearly 
demonstrated by the differentiai implementation of 
the scheme in different pockets of Jawahar taluka. 


Some other benefits of the intervention of the VA 

are : | 

(a) The organisation has helped in spreading 
awareness of the scheme among the poor 
and illiterate labourers; 


(b) It mobilised labour to make demands on the 
administration for provision of employment; - 


(c) It checked malpractices and leakages from 
the scheme to a certain extent, and on 
some occasions helped the administration in 
resolving field level conflicts. 


The study (Deshpande 1988), however, points out 
that the organisations were unable to raise 
consciousness beyond the elementary level of 
making demands for provision of employment. 
Acharya (1990) also attaches the importance to 
voluntary organisations in delivering the EGS 
benefits to the recipients. 


Lessons from. the EGS 


The EGS has a lot of lessons to offer from its 
two-decade experience. Some of the lessons 
relating to employment, wages and assets are as 
follows : 
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(1) The main short-term objective of the scheme 
is to provide relief to the poor by increasing 
their incomes. 't does this by providing them 
with employment which is guaranteed in the 
lean season, and:to those unemployed during 
the peak season. Elaborate nationwide 


organisational arrangements are needed for. 


delivering the guarantee of employment in 
order to replicate the EGS. Proper care as 
to be taken in the design and implementation 
in order to avoid dilution of the ‘guarantee’ of 
employment. 


(2) Another important lesson to be learnt from 
the EGS is regarding the wage rate to be 
followed in rural public works programmes. 
_ The dilemma to be resolved is whether it 
should be at statutory minimum wage levei or 
below minimum wage level (generaliy market 
wages are below minimum level). _ Initially the 
EGS wages were below the market 
agricultural wages. In 1988, with the doubling 
of the statutory minimum wage rate, the EGS 
piece rates were also doubled. Ravallion et 
al (1993) reveal that higher wages led to 
rationing in the guarantee of employment. 
They argue that lower wages should be 
maintained in order to have wider coverage 
which would help the poor better as 
compared to the rationing due to higher 
wages. This issue should be resolved before 
replicating the EGS to other states. There is 
some merit in the low wage argument if one 
wants to concentrate on reducing the intensity 
of poverty. However, if the aim is to take 
the poor up to the so-called poverty 
line,obviously higher wages are needed. 


(3) The long-term objective of the EGS is to 
create productive rural assets which in turn 
contribute to growth in employment and 
income on a permanent basis. There is no 
general agreement on the developmental 
impact of the assets created under the 
scheme. In this context, lessons from the 
EGS would be useful for 
programmes in other state. Analysing the 
general equilibrium effects, some studies 
suggested that a well designed, executed and 


targeted rural works programme has the. 


greatest impact on the poor (Narayana et al 
1988, Parikh and Srinivasan 1990). 


(4) There are many lessons to be learnt from 
the role of voluntary organisations for 
improving the delivery system under the EGS. 


(5) For replicating the EGS in rest of the 


regions, one has to keep in mind the special 
features of Maharashtra. Large part of the 
funds for the EGS is provided by a 
prosperous urban sector of the state. Also, 
politically powerful rural elite in the state 
succeeded in extracting finance from the 
urban sector for the EGS in order to get 
benefits from the assets created in the rural 
areas. | 


. V. Conclusions 


While examining poverty alleviation programmes for 
the rural poor in Maharashtra, the artide made an 
attempt to . 


(a) analyse its macro-economic, demographic, - 
political and institutional dimensions. 


(b) examine characteristics of poverty, 


(c) assess the major anti-poverty programmes in 
the state, and 


(d) critically evaluate the EGS. 


Given all the limitations in the EGS design and 
implementation, many studies have shown that the 
EGS has made positive impact on the levels of 
living of the rural poor in Maharashtra. The person 
day unemployment rate based on NSS data 
declined considerably over time in the state. The 
performance of the EGS in terms of employment 
creation, raising incomes of the poor and checking 
leakages is much better than any other anti-poverty 
programmes in India. There are also many indirect. 
benefits due to the scheme. However, EGS alone 
cannot remove the entire poverty in rural areas of 
the state. EGS seems to be successful as a 
supplementary programme. Regarding application of 
the EGS to other states, as Dantwala argues, 
following two pre-conditions need to be insisted 
upon: First, prior establishment of a competent 
decentralised district planning and implementing 
agency, and second, meeting the cost of the 


scheme through (additional) taxation. 
employment . 


As regards poverty, in spite of the decline in the 
1980s, the incidence of poverty is quite high in the 
state as compared to many other states. The 
indebtedness levels are also quite high among 
agriculturaVrural labourers in the state (Mathrani and 
Acharya 1990). The solution to poverty alleviation 
in Maharashtra in the medium and long-term lies in 
the development and adoption of suitable 
technologies to make the poor in the dry land 
communities economically viable by improving the 
productivity of their agriculture (Rao 1991). In this 
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context, water shed development programmes, 
village development programmes a la the 
experiences of Ralegaon Shindi and the new 
programmes initiated under the EGS are a step in 
the right direction. 


Notes 


(Revised paper Prepared for the project on 
‘Management of Poverty Alleviation Programmes in 
States of India’ undertaken by Institute of 
Development Studies, Jaipur. The author is 
Grateful to M. L. Dantwala, Jean Dreze, Indira 
Hirway, V. K. Ramachandran, M H Suryanarayana 
and participants at two workshops at Jaipur for 
their comments on earlier drafts). 


1. On rural-urban disparities in the state, it was 


commented that Bombay’s Nariman Point was — 


comparable to Manhattan whewreas some 
parts of rural Maharashtra could be compared 
to sub-Saharan Africa. See Padmanabhan 
(1992). 


2. Historically, Konkan, Western Maharashtra, 
Vidarbha and Marathwada are the four main 
sub-divisions of the state. In terms of 
economic development, there are enormous 
differences among these regions. For details, 
See GOM (1984). 


3. Even in the year 1990-91, the proportion of 
cropped area under irrigation was only 12 per 
cent. 


4. The per capita SDP, the per work value 
added in manufacturing and per worker value 
added in agriculture in Maharashtra 
were Rs.2,960, Rs.19,342 and Rs.2,964 
respectively in 1988-89 at 1980-81 prices. 
The corresponding figures for all India were 
Rs.2,082, As.14,604 and Rs.3,737 
respectively. 


5. The comment is based on the data relating 
to NSS Employment - Unemployment 
Surveys, 27th and 38th Rounds. See 
Sarvekshana. Voume 6, No.3, January-April 
1983 and Volume XI, No4, April 1988. 


6. See Sundaram (1989) for the factors 
responsible for the disparities in the female 
participation rates across states. 


7. See Swaminathan (1990) for a discussion on 
how IRDP is successful in West Bengal. 


8. The micro studies are : Deshpande, V. D. 
(1982), Programme Evaluation Organisation 
(1980), Institute of Social Studies Trust 
(1979), Dandekar and Sathe (1980), 


Dandekar. K. (1983), Bhende ef al (1990), 
GOM (1982), RDC and Kirloskar consultants 
(1985), Deshpande. S. kK. (1988), Acharya 
and Panwalkar (1988), Datar (1988), Sathe 
(1991). 


Some studies and comments based on micro 
as well as aggregate data are : Renolds and 
Sunder (1977), Dantwala (1978), Abraham 
(1980), Guhan (1980), MHuJ (1980a, 1980b), 
Tilve and Pitre (1980), Herring and Edwards 
(1983), Lieberman (1984, 1985), Bagchi 
(1984), Rath (1985), Dandekar, V M (1986), 
Echeverri-Gent, (1988), Dreze (1990b), Gaiha 
(1990), Godbole (1989,1990), Hirway et al 
(1990), Kakwani and Subba Rao (1990), 
Ravallion (1991), Ravallion et al (1993). 
Subba Rao (1992). 


Some theoretical studies on rural public works 
are Basu (1982), Narayana et al (1988), 
Parikh, and Srinivasan (1990), Ravallion 
(1990). 


9. Some of the non-official committees are the 
EGS Council, Committee of Legislature on 
the EGS, District EGS Committee, Panchayat 
Samiti Level EGS Committee, Work Site EGS 
Committee. 


10. In their reviews on poverty programmes on 
developing countries Osmani (1991) and 


Ravallion (1991) also feel that the 
performance of the EGS is better than other 
programmes. 


11. The definition of small and marginal farmers, 
according to the criteria developed by the 
National Bank for Agriculture and Rural 
Development is related to productivity of land 
and its income-generating capacity and covers 
landholders up to about 28 hectares in 
drought-prone areas. 
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Development Boards : 
A Futile Gesture 


- J. V. Deshpande 


Ecnomic and Political Weekly. 
March 12, 1994 


With the role of government and government 
agencies in development, due for progressive 
curtailment, what contribution can the recently 
approved regional development boards possibly be 
expected to make to the: redressal of the 
admittedly sharp inter- and intra-regional disparities 
in Maharashtra. | 


Time and again, law-makers in India have shown 
their preference for the shadow over the substance, 
for making gestures over taking effective action. A 
university is named after a worthy but without any 
effort to upgrade its academic standards. A stadium 
is built without any effort to train athletes. Laws 
are passed against child-marraige or untouchability, 
without any effort to enforce them. With elections 
in the offing, such gestures and rhetoric abound. A 
former prime minister had laid over 80 foundation 
stones in a single state just before the elections. 


Not every gesture turns out to be as harmless (or 
pointless) as renaming a university, though. The 
recent decision of the union government permitting 
the creation of development boards for different 
regions of Maharashtra may prove to have serious 
consequences. _ 


The idea of having) seperate development boards 
for different regions coalescing into Samyukta 
Maharashtra took shape at the time of the states’ 
reorganisation in the 50s. Intended to overcome the 
unease of the poltical leaders of Vidarbha and 
Marathwada, it was then decided to constitute 
seperate development boards for these regions to 
ensure that development there caught up with that 
in the rest of Maharashtra.The statutory provision 
remained unused till now. In fact, it was thought 
that with the passage of time, regional identities 
and aspirations will fade and merge into a larger 
ethos. For a short while, this seemed to be 
happening. Both Vidharba and Marathwada supplied 
their share of chief ministers and finance and 
industries ministers to the state. However the 
rumblings persisted and the state government had 
to appoint a committe in the 80s to study the 
question of the backlog of development of these 


regions . About the same time the state legislature 
unanimously resolved to put life into the regional 
development boards and make them functional. 


That the approval of the union government came 
almost a decade later is not to be ascribed merely 
to the usual bureaucratic delay. Just as strife has 
increased between communities and castes in the 
past decade or so, it has also been accentuated 
between regions. With sections in Marathwada 
alienated because of the renaming of a university 
and with Vidarbha responding positively to the 
BJP’S proposal for a separate state of Vidabha, it 
was necessary for the Congress party to come up . 
with some gesture to soothe the regional spirit. 
The decade-old resolution on the formation of: 
development boards for Vidarbha and Marathwada 
came in handy. It is expected that the three 
boards_the third one for the remaining part of the 
state_will soon be functioning. However, only the 
naive will believe that their creation will give a fillip 
to regional development or hasten the closing of 
the backlog. It is well known that the primary 
difficulties in the development of any state are the 
lack of development finance and lack of priority to - 
development works. For many decades now, the 
state governments have been starved of new 
sources for generating funds and whatever meagre 
funds they manage to raise are eaten up mainly 
by the administration and by non-productive (to put 
it mildly) uses. The development boards will not be 
in a position to raise additional resources and, 
furthermore, they will be composed of people of 
the same mind-set so far as the priorities of 
expenditure are concerned. 


The tacit assumption that development is even 
within each region is open to question. Taking the 
number of industrial jobs as a criterion, it is easy ~ 
to see that Aurangabad is as developed as say | 


Nashik and much more so than Kolhapur or 


Sawantwadi. In western Maharashtra, the Konkan 
area is acknowleged to be much less developed 
than other parts. It is not clear whether the boards 
can or should address themselves to such intra- 
regional disparities. 


There are more serious objections. The boards are 
to be presided over by the state governor and will 
consist of nominated members. It is a fallacy to 
assume that this will make for a more efficient set- 
up. The state governor is already supposed to 
oversee the universities in the state, surely one of 
the worst - managed organs of the state today. By 
signing away their responsibility regarding the 
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development of the regions to a nominated body, 
the elected representatives will not only be 
abridging their role in the affairs of the state, but 
will be setting precedents which can have 
dangerous implications. 


Instead, it may be more to the point if the . 


legislotors get down to the nitty-gritty of 
development, particularly in view of the sweeping 
wave of laissez-faire. With the role of the state 
government in development scheduled to be 


drastically curtailed in the coming days, the boards — 


may have very little to do anyway in the matter of 
actual development projects. 


Investment funds will come to a region or a state 


which has ample water and electricity, first class 


roads and smooth transport, flawless communication 
and excellent educational facilities. Except for a few 


pockets like Bombay city, the entire state of 
Maharashtra has an atrocious record on all these 
counts. It is not an accident that Punjab and 
Gujarat have had a better growth rate than 
Maharashtra. 


Until the basic infrastructure undergoes a sea- 
change, there cannot be much hope that the 
creation of development boards will give any great 
impetus to the industrialisation and development. of 
any region. Till that time, the boards will at best 
be a fifth wheel in an already creaking state 
administration. At worst, they could prove a major 
hurdle in the smooth working of the legislature and 
its relationship with the state governor, a /a Tamil 
Nadu. Ironically, it may in fact give a boost to the — 
demand for breaking up the state into smaller 
units, which may not perhaps be such a bad thing 
after all. | 


i Se lll 


254 


Poverty and Development — A Dossier 


Whither Poverty 
Alleviation 


- Bharat Dogra. 
News from Slums 


Although this will never be admitted Officially, it is 
a fact that poverty has been gradually getting less 
attention in the economic agenda of the country. The 
key words now are ‘economic reforms’ and ‘structural 
adjustment’, of course the impact of this on the poor is 
being discussed but this is different from poverty itself 
being the main issue. Now the focus is not so much 
on fighting poverty as on trying to reduce the adverse 
impact of structural adjustment on the poor. 


Ironically this shift has taken place at a time when the 
govemment's own estimates indicate that poverty levels 
are much higher then what had been estimated just a 
few years back. While earlier estimates by the Planning 
Commission had consoled us that the percentage of 
population living below the poverty line has declined 
from 51 percent in 1972-73 to 30 per cent in 
1987-88, the latest estimates given by an Expert 
Group (constituted by the same Planning 
Commission) have revealed that in 1987-88 the 
poverty level was much higher - 39 per cent 
instead of the 30 per cent estimated earlier. In 
other words, the earlier estimates are likely to have 
underestimated the number of people to the extent 
of over 80 million people. 


The estimates of the Experts Group are a timely 
reminder that the methods pursued in the past have not 
made a significant reduction in poverty levels in India. 
It is important to make poverty the topmost priority of 
our economic agenda. In addition the existing poverty 
- reducing programmes should be reconsidered and 
reformulated to make them more effective. 


Perhaps the most important of our anti-poverty 
programmes called the ‘Integrated Rural 
Development Programme (IRDP)’ conveys the 
impression of a lot of planning to make integrated 
use of local resources to fight poverty. Actually in 
practical terms it has been: reduced to giving 
subsidized loans for purchasing milch animals or 
other income earning assets. The situation becomes 
worse when a substantial part of the subsidies 
vanishes in corruption. The land ceiling measures 
have been reduced to the redistribution of less 
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then 2 per cent of the cultivation land that too 
land which is generally of the poorest quality and 
involves several disputes. The employment works 
play an important role in reducing temporary 
distress whenever these are implemented honestly, 
but their role in fighting poverty on a permanent 
basis is still very limited. 


In view of the very limited and temporary impact 
made by these various anti-poverty programmes, the 
time has clearly come to initiatas a new poverty 
eradication effort which is integrated in practice and 
not just in name. This programme will have to be | 
based on a careful appraisal of the access which poor 
people have to the natural resources of the area and 
the extent to which it is practical to improve their 
access to natural resources. 


In some areas there are good possibilities of 
redistribution of agricultural land for helping the rural 
poor. In some other places the opportunities exist 
instead in giving the poor more effective rights over 
the collection of minor forést produce. Elsewhere it’ 
is the existence of quarries and mines which indicate 
the possibility of forming cooperative of workers for 
supplying stones and minor minerals. In other areas 
providing artisans adequate raw materials on a long- 
term basis can help to revive languishing crafts. 


In many areas a mix of two or more avenues will be 
available for helping the poor. What is important is 
that on the basis of a careful evaluation of natural 
resources in an area and the skills available with poor 
people, they should be given access either to 
agricultural land, forests, ponds, or minor minerals 
in such a way that no one remains resourceless. 
Thus agriculture, water sources, forests, grasslands, 
mines and quarries in an area have to be seen in 
an integrated way so that all the poor and 
resourceless people have access to at least some 
resource base. 


Those who have plenty of farmland will thus have no 
reason to expect any stake in forestry, fisheries or 
mining. On the other hand the sections which have 
no farmland will get some farmland if they can get 
this under ceiling laws. If they cannot get this 
farmland, then they will at, least find other avenues 
such as fisheries, forestry and quarrying more or less 
reserved for them depending on their special Skills. 
New government programmes to help the poor should 
be adjusted to the needs of those who have the 
poorest or lowest resource base. 
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Missing the Poorest in 
India’ 


A sizeable proportion of the world’s poorest people 
live in India. A national survey in 1983-84 showed 
that 37 percent of India’s population live below the 
poverty line, around 275 million of whom over 220 
million live in rural areas. They live in a democracy 
and under a government that is more committed 
than many to poverty alleviation, even if that 
commitment is often honoured more in rhetoric 
than in substance. But foreign aid to India, 
substantial as it has been over the years since 
1950, seems to have done little to help the 
poorest out of their poverty. 


“The pursuit of growth has been the major plank 
of antipoverty policy”, says S.Guhan, “supplemented 
with fiscal redistribution,better regional balance and 
encouragement to smaller entrepreneurs in industry, 
agriculture and the tertiary sectors. For the poorest, 
this seems ominous. Aid to help eccnomic growth 
is, for a start, not likely to trickle down to them. 
Guhan noted in 1988 that anti-poverty aid has 
“firmly entered the agenda of both bilateral and 
multilateral aid programmes in the last fifteen years 
or so... it has become very much part of the 
rhetoric of the international community”. 


The main plank of the government’s anti-poverty 
strategy has been its Integrated Rural Development 
Programme(IRDP), which began in 1980. This 
programme finances, through a combination of 
loans and subsidies to households below the 
poverty line, a variety of income-earning schemes 
to increase the assets of the poorest, including 
irrigation wells, milch cattle, draught animals, poultry, 
carts and facilities for small businesses. The IRDP 
is not supported by foreign aid but is nonetheless 
worth some mention as it appears to suffer from 


many of the same problems of aid-funded projects 


for the poorest. 


In the period of India’s Sixth Five Year 
Development plan, from 1980 to 1985, the IRDP 
channelled 17 billion Indian rupees to 17 million 
families. But on the basis of reports prepared by 
the banks, government agencies and independent 
field researchers, “serious drawbacks” were 
identified, concluded Hansen (in 1987) : 


* We regret our inability to state the author and source of this article. 


A significant proportion of beneficiaries have proved 
to be households above rather than below the 
poverty line. These are not eligible for IRDP 
coverage but have clearly infiltrated the target 
group because of wilful or faulty identification by 
the official machinery. 


The “poorest first” principles, laid down in the 
programme's guidelines, have not operated in 
practice, and schemes financed under the !IRDP 
have failed to generate incomes to the expected 
levels. The programme : 


relies overwhelmingly on governmeni and 
commercial bank bureaucracies for its delivery 
system : their motivation, adequacy of 
training, ability to resist corruption and 
pressure from a variety of local elites strongly 
influences the end results. 


In short the IRDP suffers from many of the 
limitations that foriegn aid projects for the poorest 
also meet. The problems of helping the poorest 
often lie deep in cultural and administrative 
systems; for a programme to break through, with 
or without the support of foreign aid, is extremely 
difficult.Writing in 1987 Hansen said that “with all 
its: apparent weaknesses, the IRDP is accepted as 
the current development panacea”. 


Such an acceptance of weak programme as a 
panacea does nothing for the poorest, although it 
highlights the fact that the difficulties of getting aid 
to them are often seen as so enormous that it is 
easy to give up and settle for second best. 


What of aid-funded projects? There are few specific — 
evaluations of their impact for the poorest in India, 
although there are studies concerning the access of 
the poor to the benefits of the “green revolution” 
and activities such as irrigation, credit, dairying and 
social forestry that have been popular with aid- 
donors. The benefits of high-yielding seed varieties 
certainly appear to have gone to more affluent 
farmers in India, because of the access they have 
to land, credit subsidies, extension services and 
irrigation. 


Let us look at just six examples of aid that is 
either not reaching the poorest, is detrimental to, 
or a mixed blessing for, them. 


Irrigation 


There have been a number of “big dam” schemes 
in which the poorest have lost out. India’s, Madhya 
Pradesh state, one of the country's poorest, is 
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home to the Bango Dam on the Hasdeo River. 
Partly funded by the World Bank, this was 
intended to provide electricity and irrigate 800 000 
acres of land, many miles away. But some 70,000 
acres are being flooded, 29 villages submerged and 
3000 families flooded out of their homes. Few 
received compensation. 


An official of the aid agency Oxfam described one 
village he visited : 


The whole village had just received duplicated 


letters stating that they had been allocated 
150 square feet for their houses at the new 
site. They had no idea of what that meant 
and were shocked when we showed them a 
room of that size. Charan Sai’s house 
measures around 400 square feet, with a 
further 800 square feet for bullocks and 
‘household jobs. His newly acquired plot will 
have to do everything that the existing 1200 
square feet does-on just one eighth of the 
size. 


The US$100 million Bhima Command Area 
Development Project has helped farmers in the arid 
region of the Deccan plateau in Maharashtra, some 
350 km south-east of Bombay, to increase food 
output, alleviate their poverty and improve the 
nutrition of themselves and their families. The 
project has made irrigation available to change the 
traditional rain-fed agriculture of the area, which is 
subject to frequent drought, to an irrigated, multiple- 
cropping area capable of improving yeilds. 


Partly funded by IFAD the project began in 1980 
and was developed in the context of India’s 
development planning as one of six schemes 
designed to speed up the rate of new irrigation in 
Maharashtra. It has brought year-round irrigation 
water within reach of nearly 1,00,000 people who 
live in farming villages in the area’s 189 villages. 
Small farmers, those owning five hectares or less, 
make up over 60 percent of these families. 


The irrigation system operates through a recently 
completed dam, the Ujjani, a reservoir and a 
network of canals.Through the system, water is 
provided to each farm at a flow of 30 litres per 
second, which is roughly the amount that the 
farmer needs for his crops. A rotational water- 
supply system has been introduced whereby a 
fixed period of time is allotted to each farmer 
receiving water; this ensures equitable distribution. 


Farmers were initially reluctant to take advantage 
of the irrigation and there were also construction 
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problems. By 1988 the percentage of the area for 
which year-round and full benefits are available was 
still small - 6716 hectares or about 11.6 percent of 
the’ planned area. Because of the problems with 
the canal construction works, some of the farmers 
can only receive irrigation water during the autumn 
and winter. 


Both yields and incomes have increased, in some 
cases substantially. Yields on those farms which 
are benefiting from year-round irrigation have risen 
from about 0.4 tonnes per hectare (t/ha) to an. 
average 1.28 t/ha for jowar (sorghum), and from 
0.70 to 1.45 tha for groundnuts. Sugar-cane yields 
have increased from 85 to 140t/ha. Farmers with 
only autumn and winter irrigation have also 
increased their yields in a more limited way. While, 
however, the irrigation has led many farmers to 
seize the opportunity to get more from their land, 
there have been wide variations. Yields of wheat 
have varied from between 5 to 40 quintals a 
hectare and of jowar from between 6 to 30 
quintals. This suggests that agricultural supplies 
were not available when they were needed. 


The average net income earned by the year-round 
beneficiaries was Rs. 4,640 per ha in 1985-86 as 
compared to Rs.1,277 for farmers with only winter 
season irrigation and Rs.455 in non-irrigation areas. 
IFAD claims that the reduction of poverty in the 
areas receiving year-round water is considerable - 
that before commencement of the project, only 39 
percent of the farm households were living above 
the official poverty line but that by 1986 the 
number of beneficiary households living above this 
level had nearly doubled, to 74 percent. 


A spin-off from the project has been the stimulus 
it has given to development in the area. Increased 
groundnut production, for example, has given an 
impetus to investment in oil-crushing units : new 
units were initially being set up at the rate of over 
50 a year and each employed about five people. 
The additional activity in groundnut crushing has 
led to increased production of oilcake which serves 
as a valuable cattle feed. The increased flow of 
rural development has helped to slow down the 
flow of people migrating from the area. Before the 
project started, many small and marginal farmers 
were leaving their villages in search of employment. 
With the introduction of irrigation, people no longer 
have to migrate to find work and have returned to 
their villages to lead a settled life. 


The Bhima project therefore has many favourable 
aspects. But it has a negative side. An IFAD 
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evaluation report had this to say : 


Some people have also been hurt by 
the project. The Bhima reservoir inundated 
29,000 hectares and some 57,000 people 
had to be relocated due to the submergence. 
The relocation has been a very bitter 
experience for some people. It is a sad 
commentary that...four years after completion, 
thirteen more villages where people are 
to be resettled are still not ready for 
occupation. 


What also seems to have happened is that many 
women in the project area were burdened with 
increased livestock responsibilities. With the 
additional earnings the predominantly male farmers 
purchased more draught and milch animals. It was 
the women who were expected to look after them, 
usually for nothing, which merely increased the 
amount of unpaid work they do. 


Too little thought had therefore gone into helping 
the people due to be resettled (the people who 
lived in the villages due to be submerged), and to 
. the effects on the poorest, the women. A more 
sensitive and thoughtful approach to matters such 
as these when the project was being designed and 
planned could have offset the suffering of the 
poorest. 


Health 


The Norwegian Government is aiding the All India 
Hospitals Post Partum Programme which provides 
family-planning services, maternity and child-care 
schemes, and health and nutrition education. In 
practice it has “primarily been a programme for the 
delivery of female sterilizations,” according to Stein 
Hansen, “with additional services provided for ante- 
natal and maternity care, including abortions” 


But an important limitation of the programme, 
Hansen points out, was that even after it had been 
extended to sub- district level, it still did “not reach 
the majority of poor rural women, who have little 
or no access to services, unless there is a 
conscious attempt to reach women”. Poorer women 
are handicapped, said Hansen, by their poor status 
in the family and society, the remoteness of their 
villages from district and sub-district centres and 
their lack of knowledge about the programmes. 
Thus without an effective community-based 
infrastructure and maternal and child health delivery, 
the provisions of ante and post-natal care and 
under-five immunisation are severely limited. 


One needs to question, according to Hansen, 
whether this programme was ‘‘appropriate for 
support by a donor who is aiming at poverty 
alleviation...it would be more logical to assist 
directly programmes for maternal and child health 
care, literacy and education for women. Such 
programmes could ensure that women make their 
own conscious choices regarding reproductive 
control and gain confidence”. 


Integrated Child Development Services (ICDS), a 
major government of India programme launched in 
1975 during the Fifth Five Year Plan, is a social 
development programme receiving Norwegian aid. 
The programme operates in a limited number of 
rural blocks and poor urban settlements in all’ 
states. It was a first attempt at an integrated 
approach to the physical, social and psychological 
development of the child. The object is to develop 
a delivery model for welfare services for the age 
group 0 to 6 years, and for pregnant and lactating 
mothers. The cornerstone of the model is the 
anganwadi (or health and education centre) at 
village/poor urban settlement level. It is operated by 
a grass-root. level worker - the anganwadi worker. 


The services provided by theanganwadi are : 


@ health check-ups of children in the age group 
0 to 6 years, and pregnant mothers; 


@ supplementary nutrition for children in the age 
group O to 6 years, and for lactating and 
pregnant mothers; 


@ immunisation of all chidren in the age group 
0 to 6 years, and of pregnant women; 


@ treatment of minor ailments and the referral 
of chidren in the age group O to 6 years, 
and of pregnant mothers; 


nutrition and health education for women; and 


non-formal, pre-school education for the age 
group 3 to 6 years. 


In operation, the programme has had a number of 
problems. Its success hinges on the motivation and 
capability of anganwadi. They are, for the most 
part, women with little education who are underpaid 
and overworked. They receive very little practical 
help from the supervisory structure which 
sometimes operates as a policing system rather 
than an enabling one. 


The operation of the centres is handicaped by lack 
ofinfrastructure. In most places there areno 
separate buildings to house the anganwadi 
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activities, and it is very difficult to hold pre-schhol 
activities without buildings. In other cases the pre- 
school activities often deteriorate into highly 
regimented, poorly run formal classsroom situations. 


The nutrition programme suffers in many areas 
because of poor management. The health aspects 
of the programmes are dependent on the co- 
ordination between the government health 
infrastructure (which in most parts of India is weak 
at the local levels) and the ICDS programme. The 
activities for women are often not treated as an 
integral part of the programme. 


Despite these deficiencies, Hansen considered the 
programme as one of the most successful in 
reaching the poorest and most vulnerable sections 
of the society : 


@ it has a good chance of having a sustained 
nutritional impact on poor children in the most 
vulnerable period of their lives (0 to 6 years); 


@ it relieves the domestic work-load of working- 
class mothers in rural and poor urban 
settlements; 


@ it creates an opportunity for engaging women 
in education and_ subsidiary income 
occupations; 


@ it provides the best available oppotunity of 
delivering health care to the most vulnerable 
sections of the population, namely mothers 
and children; 


e it is a programme which employs primarily 


women; and it is therefore an opportunity for 
women workers to develop skills and become 
key workers in development. 


But the problem with labelling projects like this a 
“success” is that the shortcomings can be masked 
and nothing done about them. 


Credit 


Credit can be a vital way of reaching the poorest 
but credit which is used to buy tractors is virtually 
guaranteed to make the poor poorer, according to 
Paul Mosley, writing in 1987. Yet aid from the 
World Bank and the British government's overseas 
Development Adminstration (ODA) has allowed 
farmers in India, in practice the richer farmers, to 
secure credit to buy tractors and combine 
harvesters. Inevitably this has been to the detriment 
of the poorest. 


In some areas of northern India (said Mosley), 
such as Punjab and Haryana, the extra demands 
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for labour imposed by the green revolution have 
caused increases in wages, and larger farmers 
have been tempted to counteract these increases 
by purchase of machinery. These purchases have 
since the early 1970's been financed through 
India’s National Bank for Agricultural and rural 
development (NABARD) which is in turn supported 
by the World Bank and ODA through long term aid 
programmes. 


According to Mosley : 


neither the World Bank or the ODA “has 
shown proper awareness of the need to 
press NABARD not to use its lending for this 
purpose if the poverty-reduction aims of the 
current Indian five-year plan are to be 
realized . The lesson of not giving aid 
directly in tractor form has now, it seems, 
been learnt; but not the dangers inherent in 
credit programmes which can be diverted to 
secure the interests of rich farmers”. 


Fertilizer 


Launched in 1982, the British government aid- 
funded Indo- British Fertilizer Education Project 
(IBFEP) is claimed to be one of the largest 
“poverty focused” agricultural extension schemes in 
South Asia. Britain has given aid of £ 30 million to 
the project which, it is claimed, affects 1,25,000 
farmers and 4,500 villages. 


The official view, say Steve Percy and Mike Hall, 
is that IBFEP is “the most successful, best focused 
and most effective of British aid projects in India”. 
The project has encouraged people of Assam, 
Bihar, Madhya Pradesh, Orissa, Uttar Pradesh and 
West Benga! to use more fertilizer and higher- 
yielding seed varieties (HYVs). 


“The scheme works on the model farm principle’, 
according to Percy and Hall. Each year two 
villages and an area of approximately 62 hectares 
are taken. As Indian agranomist, Mimai pal, told 
them : 
The majority of the farmers are small and 
marginal, owning less than two hectares; 
They are supplied with HYVs, fertilizers and 
pesticides at a 50 to 30 percent subsidy. 
Technical advice is given throughout. 


Yields in the demonstration areas have increased 
by 79 percent, according to the Hindustan Fertiliser 
Corporation, say Percy and Hall. But as a British 
aid official told them, this was hardly surprising in 
view of the assured supply of inputs. “What is in 
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doubt is the value of the project for poorest 
farmers”, they say. They cite one farmer, Sabash, 
who owns less than one eighth of a hectare 
of unirrigated land which yields one crop 4 year : 
“His soil is poor...he Owns No bullocks...the state 
bank is closed to him”. Sabash quickly abandoned 
the new technology after the demonstration period. 
““When fertilisers and pesticides are in short supply 
he has neither the money nor the influence 
to acquire them. And often the risk is too great; 
with little capital he is on a loser if the seeds ave 
poor quality”. 


Some small farmers with rather more land than 
Sabash are doing well from the scheme but this 
only illustrates that this is a project for the “not so 
very poor’. The very poorest cannot take the risks 
that the “not so very poor” can take, and so the 
project only widens rural inequalities, leaving the 
neediest behind. 


These examples, drawn from many, pose a number 
of questions : 

e@ Does official aid try to involve the neediest 7? 

e@ Does it ask them what they want 7? 

@ Does it ask, for example, whether there is an 
effective community-based health infrastructure 
in place before “health” aid is given ? 
Knowing the likelihood that aid will not reach 
the poorest unless such infrastructure is in 
place, do donors help to put it in place 
before doing anything else 7? 

e@ Why do donors continue to support large 
dam schemes which displace poor people ? 
And if they back such schemes, why do they 
do nothing to ensure a proper deal for those 
people 7? 


In overall terms, India is the overall recipient of 
aid - it received US$4.5 billion in 1989 - but in 
terms of aid per head it is also one of the 
smallest. 
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Aig has supported growth and it has helped to 
avert crisis, but there has been an increase in the 
number ci absolute poor and, in its present form, 
most a.d is not helping the poorest. Guhan 
concluues that : 


Very little can be said on the impact .of aid 
on poverty...except that, but for aid, poverty 
might have gone worse...It seems that. not 
much of the (limited) aid available for the 
poverty-orientation portfolio has proved to be 
particularly poor-specific.. 


The snag is that whislt the government makes the 
right noises about poverty alleviation, it tends to 
rule out the major structural changes.Land reform, 
for example, is not promoted vigorously, and is 
implemented even less vigorously. There has been 
little encouragement of redistribution of assets to 
the poorest. 


One of the consequences, and perhaps the 
cause, of poverty and its associated ills “has 
been the generally low level of organization of 
the poor’, says Hansen. Apart from places such 
as Kerala, the poor have remained largely 
unorganized whilst richer peasants were forming 
their own organization. “An absence of a powerful 
organization”, points out Hansen “has deprived 
the rural poor from even those ameliorative 
measures that legislation and public policy provide 
for them’. 


lt is clear that both National and International 
aid are failing to reach most of india’s poorest 
people. whilst structural changes are needed 
in India if the poor are to benefit from . 
development, a higher volume of foreign aid, if 
properly directed in small amounts to community- 
based schemes where there is substantial local 
participation, could make a significant contribution 
to improved livelihoods. 
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SAARC 


— Executive Summary 


Preamble 


The Heads of State or Government of the SARRC 
countries appointed the Independent South Asian 
Commission on Poverty Alleviation at the Colombo 
SAARC Summit in 1991. 


The Terms of Reference required the members of 
the Commission to clearly diagnose what went 
wrong with past attempts at poverty alleviation, 
draw the positive lessons from the ground where 
the poor have been mobilised to contribute to 
economic growth and human development and, 
finally, to identify the critical elements in a coherent 
overail strategy of poverty. alleviation in South Asia. 


The main messages in the Report of the 
Commission are contained in the Agenda for Action 
and are summarised below: 


Problem and Setting 


1. Poverty in the Region in the year 1991, 
based on the conventional “Poverty Line” 
estimates in most countries would be between 
330 to 440 million. It is more likely to be in 
the higher range. 


2. Given the present trends in population and 
economic growth and in the absence of a 
concerted plan of action at poverty alleviation, 
the numbers are likely to increase 
substantially. 


3. The problems of poverty are _ further 
aggravated by various other social deprivation 
and discriminations from which the poor suffer 
as well as by the spatial inaccessibility of 
outlying, remote and distant terrain which 
prevent the delivery of social goods and 
services. 


4. The Structural Adjustment polices, which 
accompany the open-economy-industrialisation 
strategy currently being adopted by most 
SAARC countries, are ‘likely in the shorter 
term, to put further strains on the poor. 


5. The Report reinforces the conclusion that the 
magnitude and complexity of the problem of 
poverty in South Asia is staggering. When 
coupled with multifaceted crisis currently 
facing South Asian countries, the problem is 
becoming unmanageable, not only putting 
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democracy at risk but also posing a threat to 
the fabric of South Asian societies. 


Inadequacy of Past Development Interventions 
6. The Conventional Development Interventions 


over the past fifty years has resulted in a 
growth rate too low to have an impact on 
the levels of living and human development 
of the large number of poor. Though South 
Asia has achieved an average growth rate of 
3.1 per cent over the past ten years while 
several other regions in the South have had 
negative growth, such growth has failed to 
“trickle down” or be = administratively 
redistributed to the poor, except in a limited 
manner. The magnitude of poverty remains 
unacceptably high. 


Excessive dependence on the State for every 
lead in development curtailed initiatives of the 
people. Obsessive preoccupation with capital 
accumulation, as the driving force in 
economic progress, resulted in neglecting the 
capacity of the poor’ themselves. 
Concentration on industrialisation/modernisation, 
as the dominant paradigm of development, 
created dualities in the system and wide gaps 
between rural and urban levels of living as 
well as further polarization within these areas. 
The poor, wherever they lived, faced the 
worst consequences of these processes. 


In making an overall assessment of the 
results of the adaptations made to 
conventional development wisdom by South 
Asian countries, however, there is evidence of 
a positive side, albeit a limited, as far as the 
poor are concerned. These limited positive 
effects are : 


i. Some of the benefits did “trickle down” 
to the poor in areas where there was a 
systematic emphasis on agricultural 
development and food production; 


ii. In a few South Asian countries, or 
States within countries, where there was 
consistent investment in social 
development programmes, a significant 
level of human development was 
achieved even by the poor, at low 
levels of income; and 


iii. Where massive financial resources’ were 
available and the bureaucracy was 
committed and efficient, poverty was 
ameliorated through the “delivery of 
inputs” ta the poor in selected sectors 
and areas. 
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10. 


‘fall 


In the past three to four years, all the 
countries in South Asia have been tentatively 
attempting to adapt their over-all development 
plans to ensure that social polarisation and 
poverty reproduction are not exacerbated as 
their economies are liberalised and adjusted 
in pursuit of the Open-Economy 
Industrialisation Strategy. Some are attempting 
to further decentralise the process of 
development decision-making, some are 
placing greater emphasis on_ social 
development, and still other are attempting to 
further increase the delivery of inputs to the 
poor more efficiently, streamline the 
administrative redistribution machinery and 
food systems and introduce safety nets. A 
few have recently begun to initiate bolder 
new programmes of social mobilisation, which 
broadly within a new pattern of 
development, that enable the poor to 
contribute to growth and human development 
and also assert the right to resources 
intended for them. 


However, mere continuation of the 
conventional development pattern with 
marginal variations, greater efficiency in 
achieving these limited gains and ad hoc 
consultation with the poor in the name of 
participation would not be adequate to reverse 
the process of poverty reproduction. The 
sheer magnitude and complexity of the task 
should not be underestimated. The eradication 
of poverty in South Asia would require a 
major political approach in which participation 
of the poor plays a critical role. A mere 
technocratic approach is inadequate. 


, Learning from the Ground 


11. 


in the past ten to fifteen years, a sufficient 
body of new experience has matured at the 
micro-level in the South Asian countries which 
demonstrates that where the poor participate 
as subjects and not ‘as objects of the 
development process, it is possible to 
generate growth, human development and 


equity, not as mutually exclusive trade-offs but: 


as complementary elements in the same 
process. An in-depth analysis made of the 
hundreds of participatory processes on the 
ground confirm that the poor have contributed 
to growth and human development 
simultaneously under varying socio-political 
circumstances. They also demonstrate that, 
at relatively lower levels of income, it is 
possible for the poor to achieve a high level 
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13. The 
. consciously expand existing organisations of 


of human development. These experiences 
provide a material basis for the assertion that 
a qualitatively and quantitatively significant 
new element can be added to the strategic 
options for poverty eradication in South Asia. 
The few success cases that have presented 
in the Report are merely illustrative of how 
poverty is being alleviated, savings and 
investment are being increased, assets are 
being created cost effectively. There are 
thousands of these in various stages of 
maturation in South Asia. T-here is also 
evidence that where this process is supported 
sensitively with adequate resources and 
mechanisms, the process can be expanded 
cost effectively. 


A closer look into the experiences on the 
ground points to a number of common and 
specific lessons on what has been achieved 
through social mobilisation and participation of 
the poor in development. The lessons and 
achievements include the following : 


@ Building organisations of the poor is an 
essential prerequisite for poverty 
alleviation. Through these organisations, 
the poor can save and invest efficiently. 


@ Empowerment of the poor is the means 
to poverty eradication. Through 
empowerment, the poor can also assert 
the right to resources intended for them 
and enhance their dignity and self 
respect. 


@e Poor women can effectively overcome 
their double burden through the same 
process. 


@e The need for sensitive support 
mechanisms to catalyse the process of 
social mobilisation. A new kind of 
animator/facilitator who is identified with 
the poor and committed to poverty 

- eradication need to be a part of these 
support mechanisms. 


@ Participatory monitoring and evaluation 
have to be built into the process so 
that self-corrective action can take place 
as the process evolves. 


experiences indicates the need to 
the poor and create new institutions through 
which they can participate in development. 
They need their own institutions as well as 
the support mechanisms because there are 
serious systemic obstacles to their becoming 
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the mainstream. How this can be done is 
now clearer. The Report elaborates in detail 
on “How” the poor have contributed to 
growth, human development and equity in the 
Same process. In this process of social 
mobilisation, organisations of the poor and 
new kinds of sensitive support mechanisms 
would implement the strategic options. The 
sensitive support mechanisms could be varied, 
€.g. non-governmental organisations, banks for 
the poor, cooperatives and even decentralized 
government agencies working with new 
norms. The State would provide the enabling 
policy frame work, resources and devolve 
power to the poor. 


A Pro-Poor Perspective and New Premises 
for Action 


14. 


15. 


The inadequacy of the past development 
response, the limited positive results at the 
macro level and the lessons from the ground 
have been combined to provide the new 
premises for action for a strategy of poverty 
alleviation. 


The Perspective which should inform these 
new premises for action should be 
unambiguously pro-poor and culturally relevant. 
The new premises for action is a pattern of 
development which initially moves on two 
equally strong fronts. 


(a) The open-economy industrialisation front. 
(b) The poverty alleviation front. 


These two parallel strategic thrusts, 
having longer and shorter term time 
frames, can be harmonised as the two 
processes evalve. 


The Report has concentrated on articulating 
the elements that should inform the Poverty 
Alleviation front. They are : 


@ Poverty can be eradicated in South 
Asia by the year 2002, i.e. within a 
ten-year time frame, leaving only a 
residual number of poor who would 
need social welfare programmes. This 
latter category can be kept within 
manageable limits, and be carried by 
society until they, too, can become part 
of the mainstream of development in 
wider human terms. 

@ This would involve a doubling of GDP 
per capita during this ten-year plan from 
the current US$ 300 to US$ 600 per 
capita (given a projected population 


growth rate of 1.8 per cent). This 
means a GDP growth rate of 9 per 
cent per annum for the Region. This 
growth rate of 9 per cent is an 
ambitious target, but achievable. It can 
build upon the growth rate of 3.1 per 
cent in the 1980s which was achieved 
under very adverse conditions. Each 
SAARC country can phase its indicative 
planning targets according to its own 
potential. 


Such an increase will have to be 
produced by a different pattern of 
development which requires an explicit 
political commitment of the leadership 
and the participation of the poor in 
development. Such political commitment 
would have to focus on the two 
conventional targets of growth policy: 
lowering the incremental capital-output 
ratio from 4:1 to 3:1 or less and 
increasing the marginal saving rates 
from the current levels to 27 per cent 
or more. Such a large shift would also 
require the involvement and participation 
of the poor through their own 
institutions and mobilisation of their own 
savings and that of the non-poor. 
Lowering of the capital-output ratio 
would involve a growth strategy based 
on labour-intensive development, with 
high productivity and human 
development. 


A key element of the strategy has to 
be to mobilise the savings of the poor 
themselves as a first step. South Asian 
countries have little choice but to use 
labour, the factor in surplus. The 
investment activity of the poor is 
effected mainly not in the form of 
monetary instruments but as asset 
creation by transforming labour into 
capital. Combined’ with proper 
organisation, it can help unleash new 
forces leading to efficient asset creation. 
The “sharing and caring” characteristics 
of the poor in South Asia and the 
values of “simplicity and frugality” can 
reinforce such an effort. Thus, in 
addition to the conventional accumulation 
process by the State and the private 
sector, there is a compulsion for a new 
accumulation process. 


Lastly, this process must include a net 
transfer of resources to the poor. 
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Apart from increasing their savings and 
having access to capital, such a 
resource transfer can also take the form 
of improving the social and physical 
_ infrastructure for the poor,once again 
through their own participation.. All this 
requires a major effort at social 
mobilisation leading to the release of 
the creative energies of the poor and 
the building of their organisations. 


e@ Most of the poor in South Asia 
live in rural areas and depend 
directly or indirectly on agriculture; 
food security is an important 
component, not only of survival 
but also of the basic dignity and 
well-being of the poor. Thus a 
foremost’ element of the 
development pattern is to give a 
new priority to agriculture with 
emphasis on food production and 
a household food security 
programme. The State needs to 
make ah explicit political guarantee 
of the right of the poor to food 
security. ; 


e fhe designing of a strategy for 
small-scale, labour-intensive 
industrialisation for which South 
Asia has a comparative 
advantage, forms a third element. 
This strategy would absorb the 
unemployed and underemployed 
poor, including youth, into 
productive activities. Labour- 
intensive industrialisation is a 
function of the product mix, 
technology choice, scale of activity, 
plant size and _ supporting 
institutions. 


@ An essential prerequisite of the 
poverty eradication strategy is 
human development which 
guarantees the right of the poor 
to participate in decisions that 
affect their lives, the right to food 
as a basic human right, the right 
to work and the right to all 
information services. Literacy, 
primary education, health, shelter 
and protection of children have 


also been included in this list of - 


priorities. Defining and promoting 
the role and status of women in 
society and ensuring the full 
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participation of all strata and 
groups in devlopment decision- 
making is necessary to make 
human development holistic. The. 
ultimate objective of economic 
growth is to bring a higher level 
of human development within the 
reach of the poor and thus to 
expand the range of their choices. 
In this way development itself is 
made more participatory and 
equitable, where growth and 
human development need not be 
trade offs. . 

e Although, initially, such a pro-poor 
strategy can be designed and 
implemented independently of the 


longer-term open-economy 
industrialisation and the associated 
programme of structural 


adjustment-adopted by most 
countries, eventually the two 
strands of the overall development 
pattern would have to be 
harmonised with each other. 
Since they have different time 
frames, this harmonisation could 
take place as the two processes 
unfold. South Asian regional 
cooperation to create a one billion 
strong market and a South Asian 
community can further reinforce 
the harmonisation process. 


An Agenda for Action : A Plan for the Poor 
e@ Using the Perspective and the Premises for 


Action as the point of departure, the States 
in South Asia need to articulate a New Clear 
Vision for the Poor. 


The Commission strongly recommends that 
each SAARC country should prepare 
immediately, a national-level Plan for the Poor 
using the Pro-Poor Perspective and the 
Premises for Action identified in this Report. 
The implementation of such a Plan for the 
Poor in their respective countries should build 
on the success cases on the ground and 
other innovative macro processes currently 
being initiated in all these countries. New 
kinds of sensitive support mechanisms should 
be part of the implementation process. The 
whole process should be monitored with built 
in self-corrective participatory measures. 


In order to achieve this end, a concrete and 
practical Agenda for Action by the 
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Government has been recommended in 
chapter 4 of the Report. 


Success in preparing, carrying out and 
monitoring this Pro-Poor Plan would require a 
re-affirmation, at the Dhaka Summit, of the 


(SAARC) Executive Summary 


underlying assumption in the Report of a 
deep political and administrative commitment 
by each of the South Asian Governments to 
the urgent task of Poverty Eradication within 
the given time frame. 
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The Vienna Declaration 
Human Riglits 


— The New Consensus 


Adopted by the World Conference on Human 
Rights on June 25, 1993 


Published by Regency Press and United Nations 
High Commissioner for Refugees 


Considering that the promotion and protection of 
human rights is a matter of priority for the 
international community, and that the Conference 
affords a unique opportunity to carry out a 
comprehensive analysis of the international human 
rights system and of the machinery for the 
protection of human rights, in order to enhance 
and thus promote a fuller observance of those 
rights, in a just and balanced manner, 


Recognizing and affirming that all human rights 
derive from the dignity and worth inherent in the 
human person, and that the human person is the 
central subject of human rights and fundamental 
freedoms and consequently should be the principal 
beneficiary and should participate actively in the 
realisation of these rights and freedoms, 


Reaffirming their commitment to the purposes and 
principles contained in the Charter of the United 
Nations and the Universal Declaration of Human 
Rights, 


Reaffirming the commitment contained in Article 56 
of the Charter of the United Nations to take joint 
and separate action, placing proper emphasis on 
developing effective internaticnal cooperation for the 
realization of the purposes set out in Article 55, 
including universal respect for and observance of, 
human rights and fundamental freedoms for all, 


Emphasizing the responsibilities of all States, in 
conformity with the Charter of the United Nations, 
to develop and encourage respect for human rights 
and fundamental freedoms for all, without distinction 
as to race, sex, language or religion, 


Recalling the Preamble to the Charter of the 
United Nations, in particular the determination to 
reaffirm faith in fundamental human rights, in the 
dignity and worth of the human person, and in the 


equal rights of men and women and of nations 
large and small, 


Recalling also the determination expressed in the 
Preamble to the Charter of the United Nations 
Charter to save succeeding generations from the 
scourge of war, to establish conditions under which 
justice and respect for obligations arising from 
treaties and other sources of international law can 
be maintained to promote social progress and 
better standards of life in larger freedom to practise 
tolerance and good neighbourliness, and to employ 
international machinery for the promotion of the 
economic and social advancement of all peoples, 


Emphasising that the Universal Declaration of 
Human Rights which constitutes a common- 
standard of achievement for all peoples and all 
nations, is the source of inspiration and has been 
tne basis for the United Nations in making 
advances in standard setting as contained in the 
existing international human rights instruments, in 
particular the International Covenant on Civil and 
Political Rights and the International Covenant on 
Economic, Social and Cultural Rights, 


Considering the major changes taking place on 
the international scene and the aspirations of all 
the peoples for an international order based on the 


principles enshrined in the Charter of the United 


Nations, including promoting and encouraging 
respect for human rights and fundamental freedoms 
for all and respect for the principle of equal rights 
and self-determination of peoples, peace, 
democracy, justice, equality, rule of law, pluralism, 
development, better standards of living and 
solidarity, 


Deeply concerned by various forms of 
discrimination and violence, to which women 
continue to be exposed all over the world, 


Recognises that the activities of the United 
Nations in the field of human rights should be 
rationalized and enhanced in order to strengthen 
the United Nations machinery in this field and to 
further the objectives of universal respect for 
observance of international human rights standards, 


Having taken into account the Declarations 
adopted by the three regional meetings at Tunis, 
San Jose and Bangkok and the contributions made 
by Governments, and bearing in mind the 
Suggestions made by intergovernmental and non- 
governmental organizations, as well as the studies — 
prepared by independent experts during the 
preparatory process leading to the World 
Conference on Human Rights, 
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Welcoming the International Year of the World's 
Indigenous People 1993 as a reaffirmation of the 
commitment of the international community to 
ensure their enjoyment of all human rights and 
fundamental freedoms and to respect the value and 
diversity of their cultures and identities, 


Recognizing also that the international community 
should devise ways and means to remove the 
current obstacles and meet challenges to the full 
realization of all human rights and to prevent the 
continuation of human rights violations resulting 
thereof throughout the world, 


Invoking the spirit of our age and the realities of 
our time which call upon the peoples of the world 
and all States Members of the United Nations to 
rededicate themselves to the global task of 
promoting and protecting all human rights and 
fundamental freedoms so as to secure full and 
universal enjoyment of these rights, 


Determined to take new steps forward in the 
commitment of the international community with a 
view to achieving substantial progress in human 
rights endeavours by an increased and sustained 
effort of international cooperation and solidarity, 


Solemnly adopts the Vienna Declaration and 
Programme of Action. — 


Part 1 


(1) The World Conference on Human Rights 
reaffirms the solemn commitment of all States to 
fulfil their obligations to promote universal respect 
for, and observance and protection of, all human 
rights and fundamental freedoms for all in 
accordance with the Charter of the United Nations, 
other instruments relating to human rights, anc 
international law. The universal nature of these 
rights and freedoms is beyond question. 


in this framework, enhancement of international 
cooperation in the field of human rights Is essential 
for the full achievement of the purposes of the 
United Nations. 


Human rights and fundamental freedoms are 
the birthright of all human beings; their protection 


and promotion is the first responsibility of 
Governments. 
(2) All peoples have the right of  self- 


determination. By virtue of that right they, freely 
determine their political status, and freely pursue 
their economic, social and cultural development. 
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Taking into account the particular situation of 
peoples under colonial or other forms of alien 
domination or foreign occupation, the World 
Conference on Human Rights recognizes the right 
of peoples to take any legitimate action, in 
accordance with the Charter of the United Nations, 
to realize their inalienable right of self-determination. 
The World Conference on Human Rights considers 
the denial of the right of self-determination as a 
violation of human rights and underlines the 
importance of the effective realization of this right. 


In accordance with the Declaration on Principles of 
International Law concerning Friendly Relations and 
Cooperation Among States in accordance with the 
Charter of the United Nations, this shall not be 
construed as authorizing or encouraging any action 
which would dismember or impair, totally or in part, 
the territorial integrity or political unity of sovereign 
and independent States conducting themselves in 
compliance with the principle of equal rights and 
self-determination of peoples and thus possessed of 
a Government representing the whole people 
belonging to the territory without distinction of any 
kind. 


(3) Effective international measures to guarantee 
and monitor the implementation of human rights 
standards should be taken in respect of people 
under foreign occupation, and effective legal 
protection against the violation of their human rights 
should be provided, in accordance with human 
rights norms and international law, particularly the 
Geneva Convention on the Protection of Civilian 
Persons in Time of War, of 14 August 1949, and 
other applicable norms of humanitarian law. 


(4) The promotion and protection of all human 
rights and fundamental freedoms must be 
considered as a priority objective of the United © 
Nations in accordance with its purposes and 
principles, in particular the purpose of international 
cooperation. In the framework of these purposes 
and principles, the promotion. and protection of all 
human rights is a legitimate concern of the 
international community. The organs and specialized 
agencies related to human rights should therefore 
further enhance the coordination of their activities 
based on the consistent and objective application of 
international human rights instruments. 


(5) All human rights are universal, indivisible and 
interdependent and interrelated. The international 
community must treat human rights globally in a 
fair and equal manner, on the same footing, and 
with the same emphasis. While the significance of 
national and regional particularities and various © 
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historical, cultural and religious backgrounds must 
be borne in mind, it is the duty of States, 
regardless of their political, economic and cultural 
systems, to promote and protect all human rights 
and. fundamental freedoms. 


(6) The efforts of the United Nations system 
towards the universal respect for, and observance 
of, human rights and fundamental freedoms for all, 
contribute to the stability and well-being necessary 
for peaceful and friendly relations among nations, 
and to improved conditions for peace and security 
as well as social and economic development, in 
conformity with the Charter of the United Nations. 


(7) The processes of promoting and protecting 
human rights should be conducted in conformity 
with the purposes and principles of the Charter of 
the United Nations, and international law. 


(8) Democracy, development and respect for 
human rights and fundamental freedoms are 
interdependent and mutually reinforcing. Democracy 
is based on the freely expressed will of the people 
to determine their own political, economic, social 
and cultural systems and their full participation in 
all aspects of their lives. In the context of the 
above, the promotion and protection of human 
rights and fundamental freedoms at the national 
and international level should be universal and 
conducted without conditions attached. The 
international community should support the 
strengthening and promoting of democracy, 
development and respect for human rights and 
fundamental freedoms in the entire world. 


(9) The World Conference on Human Rights 
reaffirms that least developed countries committed 
to the process of democratisation and economic 
reforms, many of which are in Africa, should be 


supported by the international community in order 
to succeed to their transition to democracy and 


economic development. 


(10) The World Conference on. Human Rights 
reaffirms the right to development as established in 
the Declaration on the Right to Development, as a 
universal and inalienable right and an integral part 
of fundamental human rights. . 


As stated in the Declaration on the Right to 
Development, the human person is the central 
subject of development. 


While development facilitates the enjoyment of all 
human rights the lack of development may not be 


invoked to justify the abridgement of internationally 
recognised human rights. 


States should ccoperate with each other in 
ensuring development and eliminating obstacles to 
development The international community should 
promote an effective international cooperation for 
the realisation of the right to development and the 
elimination of obstacles to development. 


Lasting progress towards the implementation of the 
right to development requires effective development 
policies at the national level, as well as equitable 
economic relations and a favourable economic 


~ environment a the international level. 


(11) The right to development should be fulfilled 
so as to meet equitably the developmental and 
environmental needs of present and future 
generations. The World Conference on Human 
Rights recognises that illicit dumping of toxic and 
dangerous substances and waste potentially 
constitutes a serious threat to the human rights to 
life and health of everyone. 


Consequently, the World Conference on Human 
Rights calls on all States to adopt and vigorously 
implement existing conventions relating to the 
dumping of toxic and dangerous products and 
waste and to cooperate in the prevention of illicit 
dumping. 


Everyone has the right to enjoy the benefits of 
scientific progress and its applications. The World 
Conference notes that certain advances, notably in 
the biomedical and life sciences as well as in 
information technology, may have potentially adverse 
consequences for: the integrity, dignity and human 
rights of the individual, and calls for international 
cooperation to ensure that human rights and dignity 
are fully respected in this area of universal 
concern. 


(12) The World Conference on Human Rights calls 
upon the international community to make all efforts 
to help alleviate the external debt burden of 
developing countries, in order to supplement the 
efforts of the governments of such countries to 
attain the full realisation of the economic, social 
and cultural rights of their people. 


(13) There is a need for States and international 
organizations, in cooperation with non-governmental 
organizations, to create favourable conditions at the 
national, regional and international level to ensure 
the full and effective enjoyment of human rights. 
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States should eliminate all violations of human 
rights and their causes, as well as obstacles to the 
enjoyment of these rights. 3 


(14) The existence of widespread extreme poverty 
inhibits the full and effective enjoyment of human 
rights; its immediate alleviation and eventual 
elimination must remain a_ high priority for the 
international community. 


(15) Respect for human rights and for fundamental 
freedoms without distinction of any kind is a 
fundamental rule of international human rights law 
The speedy and comprehensive elimination of all 
forms of racism and racial discrimination, 
xenophobia and related intolerance is a priority task 
for the international community. Governments should 
take effective measures to prevent and combat 
them. Groups, institutions, intergovernmental and 
non-governmental organisations and individuals are 
urged to intensify their efforts in cooperating and 
coordinating their activities against these evils. 


(16) The World Conference on Human Rights 
welcomes the progress made in dismantling 
apartheid and calls upon the _ international 
community and the United Nations system to assist 
in this process. 


The Wor!d Conference on Human Rights also 
deplores the continuing acts of violence aimed at 
undermining the quest for a peaceful dismantling of 
apartheid. 


(17) The acts, methods and practices of terrorism 
in all its forms and manifestations as well as 
linkage in some countries to drug trafficking are 
activities aimed at the destruction of human rights, 
fundamental freedoms ana democracy, threatening 
territorial integrity, security of States and 
destabilizing legitimately constituted Governments. 
The international community should take the 
necessary steps to enhance cooperation to prevent 
and combat terrorism. 


(18) The human rights of women and of the girl- 
child are an inalienable, integral and indivisible part 
of universal human rights. The full and equal 
participation of women in political, civil, economic, 
social and cultural life, at the national, regional and 
international levels, and the eradication of ail forms 
of discrimination on grounds of sex are priority 
objectives of the international community. 


Gender-based violence and all forms of sexual 
harassment and exploitation, including those 
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resulting from cultural prejudice and international 
trafficking, are incompatible with the dignity and 
worth of the human person and must be 
eliminated. This can be achieved by legal measures 
and through national action and international 
cooperation in such fields as economic and social 
development, education, safe maternity and health 
care, and social support. 


The human rights of women should form an 
integral part of the United Nations human rights 
activities, including the promotion of all human 
rights instruments relating to women. 


The World Conference on Human Rights urges 
Governments, institutions, intergovernmental and 
non-governmental organizations to intensify their 
efforts for the protection and promotion of human 
rights of women and the girl-child. 


(19) Considering the importance of the promotion 
and protection of the rights of persons belonging to 
minorities and the contribution of such promotion 
and protection to the political and social stability of 
the States in which such persons live, 


The World Conference on Human Rights reaffirms 
the obligation of States to ensure that persons 
belonging to minorities may exercise fully and 
effectively all human rights and fundamental 
freedoms without any discrimination and in full 
equality before the law in accordance with the 
Declaration on the Rights of Persons Belonging to 
National or Ethnic, Religious and Linguistic 
Minorities. 


The persons belonging to minorities have the right 
to enjoy their own culture, to profess and practise 
their own religion and to use their own language in 
private and in public, freely and without interference 
or any form of discrimination. 


(20) The World Conference on Human Rights 
recognizes the inherent dignity and the unique 
contribution of indigenous’ people to _ the 
development and plurality of society and strongly 
reaffirms the commitment of the international 
community to their economic, social and cultural 
well-being and their enjoyment of the fruits of 
sustainable development. States should ensure the 
full and free participation of indigenous people in all 
aspects of society, in particular in matters of 
concern to them. Considering the importance of the 
promotion and protection of the rights of indigenous 
people, and the contribution of such promotion and 
protection to the political and social stability of the 
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States in which such people live, States should, in 
accordance with international law, take concerted 
positive steps to ensure respect for all human 
rights and fundamental freedoms of indigenous 
people, on the basis of equality and non- 
discrimination, and recognize the value and diversity 
of their distinct identities, cultures and social 


organization. 


(21) The World Conference on Human Rights, 
welcoming the early ratification of the Convention 
on the Rights of the Child by a large number of 
States and noting the recognition of the human 
rights of children in the World Declaration on the 
Survival, Protection and Development of Children 
and Plan of Action adopted by the World Summit 
for Children, urges universal ratification of the 
Convention by 1995 and its effective implementation 
by States parties through the adoption of all the 
necessary legislative, administrative and other 
measures and the allocation to the maximum extent 
of the available resources. In all actions concerning 
children, non-discrimination and the best interest of 
the child should be primary considerations and the 
views of the child given due weight. National and 
‘ international mechanisms and programmes should 
be strengthened for the defence and protection of 
children, in particular, the girl-child, abandoned 
children, street children, economically and sexually 
exploited children, including through child 
pornography, child prostitution or sale of organs, 
children victims of diseases including acquired 
immunodeficiency syndrome, refugee and displaced 
children, children in detention, children in armed 
conflict, as well as children victims of famine and 
drought and other emergencies. International 
cooperation and solidarity should be promoted to 
support the implementation of the Convention and 
the rights. of the child should be a priority in the 


United Nations system-wide action on human rights. 


The World Conference on Human Rights also 
stresses that the child for the full and harmonious 
development of his or her personality should grow 
up in a family environment which accordingly merits 
broader protection. 


(22) Special attention needs to be paid to 
ensuring non-discrimination, and the equal 
enjoyment of all human rights and fundamental 
freedoms by disabled persons, including their active 
participation in all aspects of society. 


(23) The World Conference on Human Rights 
reaffirms that everyone, without distinction of any 
kind, is entitled to the right to seek and to enjoy 


in other countries asylum from persecution, as well 
as the right to return to one’s own country. In this 
respect it stresses the importance of the Universal 
Declaration of Human Rights, the 1951 Convention 
relating to the Status of Refugees, its 1967 
Protocol and regional instruments. It expresses its 
appreciation to States that continue to admit and 
host large numbers of refugees in their territories, 
and to the Office of the United Nations High 
Commissioner for Refugees for its dedication to its 
task. It also expresses its appreciation to the 
United Nations Relief and Works Agency for 
Palestine Refugees in the Near East. 


The World Conference on Human Rights recognizes 
that gross violations of human rights, including in 
armed conflicts, are among the multiple and 
complex factors leading io displacement of people. 


The World Conference on Human Rights recognizes 
that, in view of the complexities of the global 
refugee crisis and in accordance with the Charter 
of the United Nations, relevant international 
instruments and international solidarity and in the 
spirit of burden-sharing, a comprehensive approach 
by the international community is needed in 
coordination and cooperation with the countries 
concerned and relevant organizations, bearing in 
mind the mandate of the United Nations High 
Commissioner for Refugees. This should include the 
development of strategies to address the root 
causes and effects of movements of refugees and 
other displaced persons, the strengthening of 
emergency preparedness and response 
mechanisms, the provision of effective protection 
and assistance, bearing in mind the special needs 
of women and children, as well as the achievement 
of durable solutions, primarily through the preferred 
solution of dignified and safe voluntary repatriation, 
including solutions such as those adopted by the 
international refugee conferences. The World 
Conference on Human Rights underlines the 
responsibilities of States, particularly as they relate 
to the countries of origin. 


In the light of the comprehensive approach, the 
World Conference on Human Rights emphasizes 
the importance of giving special attention including 
through intergovernmental and humanitarian 
organizations and finding lasting solutions to 
questions related to internally displaced persons 
including their voluntary and safe return and 
rehabilitation. 


In accordance with the Charter of the United 
Nations and the principles of humanitarian law, the 
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World Conference on Human Rights further 
emphasizes the importance of and the need for 
humanitarian assistance to victims of all natural and 
man-made disasters. 


(24) Great importance must be given to the 
promotion and protection of the human rights of 
persons belonging to groups which have been 
rendered vulnerable, including migrant workers, the 
elimination of all forms of discrimination against 
them, and the strengthening and more effective 
implementation of existing human rights instruments. 
States have an obligation to create and maintain 
adequate measures at the national level, in 
particular in the fields of education, health and 
social support, for the promotion and protection of 
the rights of persons in-vulnerable sectors of their 
populations and to ensure the participation of those 
among them who are interested in finding a 
solution to their own problems. 


(25) The World Conference on Human Rights 
affirms that extreme poverty and social exclusion 
constitute a violation of human dignity and that 
urgent steps are necessary to achieve better 
knowledge of extreme poverty and its causes, 
_including those related to the preblem of 
development, in order to promote the human rights 
of the poorest, and to put an end to extreme 
poverty and social exclusion and to promote the 
enjoyment of the fruits of social progress. It is 
essential for States to foster participation by the 
poorest people in the decision-making process by 
the community in which they live, the promotion of 
human rights and efforts to combat extreme 
poverty. 


(26) The World Conference on Human Rights 
welcomes the progress made in the codification of 
human rights instruments, which is a dynamic and 
evolving process, and urges the universal ratification 
of human rights treaties. All States are encouraged 
to accede to these international instruments; all 
States are encouraged to avoid, as far as possible, 
the resort to reservations. 


(27) Every State should provide an effective 
framework of remedies to redress human rights 
grievances or violations. The administration of 
justice, including law enforcement and prosecutorial 
agencies and, especially, an independent judiciary 
and legal profession in full conformity with 
‘applicable standards contained in international 
human rights instruments, are essential to the full 
and nondiscriminatory realization of human rights 
and indispensable to the processes of democracy 


and sustainable development. In this context, 
institutions concerned with the administration of 
justice should be properly funded, and an increased 
level of both technical and financial assistance 
should be provided by the international community. 
It is incumbent upon the United Nations to make 
use of special programmes of advisory services on 
a priority basis for the achievement of a strong 
and independent administration of justice. 


(28) The World Conference on Human Rights 
expresses its dismay at massive violations of 
human rights especially in the form of genocide, 
‘ethnic cleansing’ and systematic rape of women in 
war situations, creating mass exodus of refugees 
and displaced persons. While strongly condemning 
such abhorrent practices it reiterates the call that 
perpetrators of such crimes be punished and such 
practices immediately stopped. 


(29) The World Conference on Human Rights 
expresses grave concern about continuing human 
rights violations in all parts of the world in 
disregard of standards as contained in international 
human rights instruments and_ international 
humanitarian law and about the lack of sufficient 
and effective remedies for the victims. 


The World Conference on Human Rights is deeply 
concerned about violations of human rights during 
armed conflicts affecting the civilian population 
especially women, children, the elderly and the 
disabled. The Conference therefore calls upon 
States and al! parties to armed conflicts to strictly 
observe international humanitarian law, as set forth 
in the Geneva Conventions of 1949 and other rules 
and principles of international law, as well as 
minimum standards for protection of human rights, 
as laid down in international conventions. 


The World Conference on Human Rights reaffirms 
the right of the victims to be assisted by 
humanitarian organizations, as set forth in the 
Geneva Conventions of 1949 and other relevant 
instruments of international humanitarian law and 
calls for the safe and timely access for such 
assistance. 


(30) The World Conference on Human Rights also 
expresses its dismay and condemnation that gross 
and systematic violations and situations that 
constitute serious obstacles to the full enjoyment of 
all human rights continue to occur in different parts 
of the world. Such violations and obstacles include, 
as well as torture and cruel, inhuman and 
degrading treatment or punishment, summary and 
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arbitrary executions, ‘disappearances’ arbitrary 
detentions, all forms of racism, racial discrimination 
and apartheid, foreign occupation and alien 
domination, xenophobia, poverty, hunger and other 
denials of economic, social and cultural rights, 
religious intolerance, terrorism, discrimination against 
women and lack of the rule of law 


(31) The World Conference on Human Rightsi 
calls upon States to refrain from any unilateral 
measure not in accordance with international law 
and the Charter of the United Nations that creates 
obstacles to trade relations among States and 
impedes the full realization of the human rights set 
forth in the Universal Ceclaration of Human Rights 
and international human rights instruments, in 
particular the rights of everyone to a standard of 
living adequate for their health and well being, 
including food and medical care, housing and the 
necessary social services. The World Conference 
on Human Rights affirms that food should not be 
used as a tool for political pressure. 


(32) The World Conference on Human Rights 
reaffirms the importance of ensuring the universality, 
objectivity and non-selectivity of the consideration of 
human rights issues. 


(33) The World Conference on Human Rights 
reaffirms that States are duty bound, as stipulated 
in the Universal Declaration of Human Rights and 
the International Covenant on Economic, Social and 
Cultural Rights and in other international human 
rights instruments to ensure that education is aimed 
at strengthening the respect of human rights and 
fundamental freedoms. The World Conference on 
Human Rights emphasizes the importance of 
incorporating the subject of human rights education 
programmes and calls upon States to do so. 
Education should promote under Standing, 
tolerance, peace and friendly relations between the 
nations and all racial or religious groups and 
encourage the development of United Nations 
activities in pursuance of these objectives. 
Therefore, education on human rights and the 
dissemination of proper information, both theoretical 
and practical, play an important role in the 
promotion and respect of human rights with regard 
to all individuals without distinction of any kind 
Such as race, sex, language or religion, and this 
should be integrated in the education policies at 
national as well as international levels. The World 
Conference on Human Rights notes that resource 
constraints and institutional inadequacies may 
impede the immediate realization of these 
objectives. 
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(34) Increased efforts should be made to assist 
countries which so request, to create the conditions 
whereby each individual can enjoy universal human 
rights and fundamental freedoms. Governments and 
the United Nations system as well as other 
multilateral organizations are urged to increase 
considerably the resources allocated to programmes 
aiming at the establishment and strengthening of 
national legislation, national institutions and related 
infrastructures which uphold the rule of law and 
democracy, electoral assistance, human rights 
awareness through training, teaching and education, 
popular participation and civil society. 


The programmes of advisory services and technical 
cooperation under the Centre for Human Rights 
should be strengthened as well as made more 
efficient and transparent and thus become a major 
contribution to improving respect for human rights. 
States are called upon to increase their 
contributions to these programmes, both through 
promoting a larger allocation from the United 
Nations regular budget and through voluntary 
contributions. 


(35) The full and effective implementation of 
United Nations activities to promote and protect 
human rights must reflect the high importance 
accorded to human rights by the Charter of the 
United Nations and the demands of the United 
Nations human rights activities, as mandated by 
Member States. To this end, United Nations human 
rights activities should be provided with increased 
resources. 


(36) The World Conference of Human Rights 
reaffirms the important and constructive role played 
by national institutions for the promotion and 
protection of human rights, in particular in their 
advisory capacity to the competent authorities, their 
role in remedying human rights violations, in the 
dissemination of human rights information, and 
education in human rights. 


The World Conference of Human Rights 
encourages the establishment and strengthening of 
national institutions, having regard to the ‘Principles 


‘relating to the status of national institutions’ and 


recognizing that it is the right of each. State to 
choose the framework which is best suited to its 
particular needs at the national level. 


(37) Regional arrangements play a fundamental 
role in promoting and protecting human rights. They 
should reinforce universal human rights standards, 
as contained in international human rights 
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instruments, and their protection. The World 
Conference on Human Rights endorses efforts 
under way to strengthen these arrangements and 
to increase their effectiveness, while at the same 
time stressing the importance of cooperation with 
the United Nations human rights activities. 


The World Conference on Human Rights reiterates 
the need to consider the possibility of establishing 
regional and sub-regional arrangements for the 
promotion and protection of human rights where 
they do not already exist. 


(38) The World Conference on Human Rights 
recognizes the important role of non-governmental 
organizations in the promotion of all human rights 
and in humanitarian activities at national, regional 
and international levels. The World Conference on 
Human Rights appreciates their contribution to 
increasing public awareness of human rights issues, 
to the conduct of education, training and research 
in this field, and to the promotion and protection of 
all human rights and fundamental freedoms. While 
recognizing that the primary responsibility for 
standard-setting lies with States, the World 
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Conference on Human Rights also appreciates the 
contribution of non-governmental organizations to 
this process. In this respect, the World Conference 
on Human Rights emphasizes the importance of 
continued dialogue and cooperation between 
Governments and non-governmental organizations. 
Non-governmental organizations and their members 
genuinely involved in the field of human rights 
should enjoy the rights and freedoms recognized in 
the Universal Declaration of Human Rights, and the 
protection of the national law. These rights and 
freedoms may not be exercised contrary to the 
purposes and principles of the United Nations. Non- 
governmental organizations should be free to carry 
out their human rights activities, without 
interference, within the framework of national law 
and the Universal Declaration of Human Rights. 


(39) Underlining the importance of objective, 
responsible and impartial information about human 
rights and humanitarian issues, the World 
Conference on Human Rights encourages the 
increased involvement of the media, for whom 
freedom and protection should be guaranteed within 
the framework of national law. 
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The essential lesson to be learned from a study of 
the 20th century as it draws to a close may be 
that respect for human rights will be achieved by 
_ means of voluntarist actions of national and 
international solidarity in support of persons and 
groups whose security, welfare and even survival 
are threatened, and this will achieve at least as 
much as the mere effects of legislation enacted by 
States jealous of their sovereignty but powerless to 
* put such legislation into practice. 


Peace 


Peace is not only the fundamental guarantee of 
everyone's right to life but also the prior condition 
for the progress of any society and any nation. 
Military conflicts between States have gradually 
declined but their place has been taken by a large 
number of civil wars stemming from the common 
root of violation or denial of a right to freedom or 
equality. These new forms of conflict are even 
more dangerous than the earlier ones in that State 
sovereignty can serve both to block action from 
outside and to screen excesses within a State. The 


prevention and settlement of such conflicts may still 


be justified, and the effects of prevention 
emphasized, by use of two potentially deterrent 
instruments : the deployment of an international 
force and the implementation of disarmament 
‘measures. 


The first means would be to apply more effectively 
than in the past Article 43 of the United Nations 
Charter concerning the maintenance of international 
peace and security. A new military option would be 
‘to deploy rapidly an international force when only 
vigorous intervention would be capable of breaking 
the cycle of violence in a country where national 
sovereignty is disintegrating.’ A supplementary 
military option would consist in ‘the deployment in 
crisis areas of contingents of guards in order to 
respond to any complex set of challenges to 
humanitarian action, security and political life.’ 


Disarmament, in turn, ought to constitute a powerful 
instrument for both peace and development. Two 
counter-examples demonstrate this, while still 
allowing all the hopes contained in the opposite 
attitudes. On the one hand, despite a reduction of 
three per cent a year in annual expenditures on 
armaments as a result of detente, 28 countries still 
allocate more than five per cent of their GDP to 
defence - usually a larger amount than their 
education or health budgets - and 14 countries 
allocate more than 10 per cent. On the other 
hand, and even worse, in 1990 the industrialized 
countries disbursed in military expenditures five 
times more than they contributed in public and 
private capital to the developing countries (465 
billion as against 85 billion dollars). 


While it is clear that the decision to resort to 
international force rests exclusively with the UN 
Security Council, the support given to such a 
commitment and the popularity which disarmament 
measures should enjoy depend just as much on 
the heartfelt consent of public opinion as on the 
backing of Governments. The_ international 
community is evidently open to this dual approach 
which fosters cooperation in the promotion of 
peace. On the other hand, will this same public 
opinion continue to ignore the contradiction that the 
five permanent members of the Security Council 
hold the world record for arms exports? 


Development 


To an even greater extent than peace, development 
depends less on a body of laws established on a 
durable basis by the sole national sovereign 
legislator than on an evolving array of policies and 
practices. 


One of the most urgent tasks for international 
solidarity is the fight against poverty, including 
extreme poverty, malnutrition, illiteracy, and the 
housing deficit; more specifically, the elimination of 
famine might be a priority relatively easy to achieve 
in the short term if the international community and 
the Governments concerned wished to attack the 
problem with determination. it should also be noted 
that cooperation and solidarity are not matters only 
for the States participating in the Development 
Assistance Committee but may also be and in fact 
are achieved in many different Ways: by the 
specialized agencies of the UN. non-governmental 
organizations (NGOs), employers, trade union and 
professional organizations, towns and regions, and 
education and research establishments using a 
system of twinning and sponsorship, cooperative 


groupings, etc. South-South cooperation, a 
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Particularly intercsting formula conceived in the 
1970s, might also receive a new impetus, 
especially on the basis of the new regional and 
sub-regional political and economic arrangements 
which are currently taking shape. 


Beyond this assistance in meeting peoples’ needs 
stand the complex problems of the financial 
relations between rich and poor countries: debt, 
commodity prices, investment, trade liberalisation, 
transfer of technology, etc. Rules of international 
trade which are less unfavourable to the South 
certainly depend more directly on the prescriptions 
of the international financial and trade organizations, 
as well as on decisions of the Governments and 
companies concerned. However, these rules can 
also be influenced by a current of active sympathy 
manifested, for example, in the consumption habits 
and preferences of citizens of the North. 


The environment 
The undeniable fayour which this topic enjoyed led 


to the global quasi-consensus achieved by the 


Conferences at Stockholm in 1972 and Rio de 
Janeiro in 1992. The public at large, undeniably 


struck by the dramatic images of the industrial . 


disasters at Seveso, Bhopal and Chernobyl, has 
nevertheless failed to grasp the magnitude of the 
problems of environmental management and does 
not necessarily connect them automatically with 
the main body of human rights. 


That is what the Sub-Commission on Prevention of 
Discrimination and Protection of Minorities did in 
1990 with a report providing essential clarification 
by reference to the UN’s standard-setting texts: the 
Charter, the Universal Declaration and the two 
Covenants, which make it possible to base the 


right to environmerit both on the right of peoples. 


to control their own lives and their natural 
resources and on the individual rights to life, 
security and hygiene, a decent standard of living, 
health, and the benefits of scientific progress and 
its applications, etc. 


This is an immense topic offering new opportunities 
for solidarity, in a field in which public opinion 
takes a lively interest and where it may be 
possible to secure financing by cutting expenditure 
on armaments. 


Solidarity 


The international community has taken virtually no 
action over the past 20 years in response to the 
tragedies of the fratricidal struggles in Cambodia, 
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Angola and Mozambique, in Central America or in 
Peru; two recent tragedies, however, being played 
out in Yugoslavia and Somalia, seem to have 
thoroughly shaken the international community to 
the point that is even demanding from international 
organizations) and regional bodies urgent, 
comprehensive political and humanitarian solutions. 
This powerful appeal for solidarity in response to a 
glaring failure to satisfy the most fundamental 
human rights-to life, security personal freedom, non 
discrimination, food and medical care, and freedom 
of movement-offers perhaps an exceptional 
opportunity for the international community at last 
to acquire the political will, the legal instruments 
and the financial and human resources required. 
Three areas are particularly suitable for 
consideration with a view to expanded intervention 
from the human rights standpoint : humanitarian 
action, protection of refugees and the right of 
asylum. 


First, the protection of human rights in time of 
armed conflict, which has been a subject of 
codification for almost 100 years under the 
auspices of the InternationaliCommittee of the Red 
Cross, means much more than the treatment of 
prisoners of war, for the 1949 Geneva Conventions 
require belligerents to treat humanely persons who 
are taking no part the hostilities. Naturally, the 
1989 Convention on the Rights of the Child 
extends the rules of humanitarian law to cover 
children. UN instruments offer even broader 
protection than the Geneva Conventions in that the 
provisions of the Covenants apply at all times, in 
war and peace, in all places and to all kinds of 
armed conflicts, international or not. It was in this 
spirit that the Security Council concluded in 1967 
that the parties involved should ensure the security 
and well- being of the inhabitants of zones of 
military operations and facilitate the return of 
inhabitants who have fled since the outbreak of 
hostilities. 


The second area dramatically highlighted by these 
two conflicts relates to refugees. For Yugoslavia, 
the Special Rapporteur of the Commission on 
Human Rights cites a total of },230,000 displaced 
persons, while the second UN appeal in July 1992, 
for assistance to the Horn of Africa revealed the 
existence of 330,000 Somali refugees in Kenya. 
This is the place to state that, contrary to received 
wisdom, Africa and (even more so) Asia are 
sheltering the biggest proportions (31 and 45 per 
cent respectively) of the world’s 15 million refugees; 
the developed countries of Europe, North America 
and Oceania have only 16 per cent. While it is 
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often preferable for refugees to find temporary 
refuge close to their countries of origin, for 
this makes it easier for them to return home 
and for families to stay together, it is nevertheless 
true that these influxes constitute a burden 
which is almost beyond what the host countries 
of the Third World can support : the case of 
the 700,000 Mozambicans sheltered by Malawi 
for the past 18 years is particularly significant. 
The 1951 Convention relating to the Status 
of Refugees asserts the principle of non- 
refoulement which prohibits any forced return of 
an individual to a country where he might be 


persecuted on account of his race, religion, 
nationality, membership of a particular social group, 
or political opinions. in1989-1990, out of the 
800,000 refugees admitted to Europe 228,000 
submitted requests for asylum in nine host 
countries, but the approval rate of these requests 
is in a clear downward trend, to under 10 per cent 
in fact. Once again a genuine display of generosity 
on the part of governments under pressure from 
NGOs and public opinion seems both necessary 
and possible: the most desperate misery of those 
who have ‘lost the right to have rights’ deserves 
consideration respect and succour. 


el 
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Summary of Declaration 
and Programme of Action 
of the UN World Summit 
for Social Development 
VANI - Voluntary Action Network India 


PART - | 
Declaration 


The Declaration of. the World Summit of Social 
Development (held in Cophenhagen from March 6 
to 12, 1995) begins with the words: 


For the first time in history, at the invitation of the 
United Nations, we gather as Heads of State and 
Government to recognise the significance of social 
development and human well-being for all and to 
give to these goals the highest priority both now 
and into the twenty-first century. 


It emphasises the historic importance of the 
Summit and the urgency of addressing “profound 
social problems, especially poverty, unemployment 
and social exclusion, that affected every country”; 
and identifies the task as one of tackling “both 
their underlying and structural causes and their 
distressing consequences in order to reduce 
uncertainty and insecurity in the life of people”. It 
acknowedges the fact that societies must respond 
‘more effectively to the material and spiritual needs 
of individuals, their families and the communities in 
which they live”. 


In a paragraph that was approved at the final 
stage of the negotiations, world leaders express 
their conviction that economic development, social 
development and environmental protection are 
interdependent and mutually reinforcing components 
of sustainable development, which is the framework 
for efforts to achieve a higher quality of life for all 
people. Equitable social development, which 
recognises empowering of the poor to utilise 
environmental resources sustainably, is a necessary 
foundation for sustainable development. World 
leaders also recognise that broad-based and 
sustained economic growth in the context of 
sustainable development is necessary to sustain 
social development and social justice. 


The Declaration affirms that in both economic and 
social terms, the most productive policies and 
investments are those which empower people to 
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maximise their capacities, resources and 
opportunities. It also maintains that “social and 
economic development cannot be secured in a 
Sustainable way without the full participation of 
women” and that “equality and equity between 
women and men is a priority for the international 
community and as such must be at the centre of 
economic and social development”. The leaders 
express their determination to capture the unique 
possibilities offered by the end-of the cold war to 
promote social development and to tackle its 
problems in a Summit of “hope, commitment and 
action’. 


Globalisation “opens new opportunities for sustained 
economic growth and development’, the Declaration 
goes on. The challenge, however, is to manage the 
rapid processes of change and adjustment which 
engender intensified poverty, unemployment and 
social disintegration, in order to enhance their 
benefits and mitigate their negative effects upon 
people. Despite progress in some areas of social 
and economic development, the insecurity many 
people face about the future is intensifying. More 
than a billion people in the world live in abject 
poverty, a majority of whom are women, particularly 
in Africa and in the least developed countries. Over 
120 million people worldwide are officially 
unemployed and many more are underemployed. 


“We can continue to hold the trust of the people 
of the world only if we make their needs our 
priority”, the Declaration states. Poverty, lack of 
productive employment and social disintegration “are 
an offence to human dignity” and “a manifestation 
of ineffectiveness in the functioning of markets and 
economic and social institutions and processes’, it 
stresses. The challenge is to establish a people 
centred framework for social development and to 
build a culture of cooperation and partnership to 
respond to the immediate needs of those most 
affected by human distress. Among reasons for 
convening the Summit, world leaders acknowledge 
that there are “serious problems of a different 
nature and magnitude in countries with economies 
in transition and those experiencing fundamental 
political, economic and social transformations’. 


Summit participants declare “a political, economic, 
ethical and spiritual vision for social development’. 
Such a vision forms the basis of a framework for 
action, covering several issues and components 
which are addressed in more specific terms in the 
action programme. The document stresses 


throughout that. states have the primary 


responsibility to attain the goals of the Summit, but 
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cannot do it alone, which is why a global effort is 
needed. 


The final part of the draft declaration contains 10 
commitments, which are the basis for launching a 
global drive for social progress and development, 
as follows : 


This 


This 


This 


“Commitment 1” concerns the creation of a 
conducive economic, political, social, cultural 
and legal environment that would enable 
people to achieve social development. 


commitment includes the following : 


“Commitment 2” addresses the goal of 
eradicating poverty in the world as an ethical, 
social, political and economic imperative of 
humankind. 


commitment includes the following : 


At the international level, we will focus 
attention on and support the special needs 
of countries and regions in.which there 
are substantial concentrations of people 
living in poverty, in particular those in South 
Asia, and which therefore face serious 
difficulties in achieving social and economic 
development. 


“Commitment 3” urges the promotion of the 
goal of full employment as a basic priority of 
economic and social policies. 


Commitment includes the following : 


“Commitment 4” calls for the promotion of 
social integration by fostering societies that 
are stable, safe and just, based on the 
protection of all human rights, non- 


discrimination, tolerance and respect for 


diversity. 


“Commitment 5” deals with the promotion of 
full respect for human dignity and the issue 
of achieving equality and equity between 
women and men. 


“Commitment 6” is on the promotion and 
attainment of the goals of universal and 
equitable access to quality education, the 
highest attainable standard of physical and 
mental health, and the access of all to 
primary health care, “ making particular efforts 


to rectify inequalities relating to social 


conditions and without distinction as to race, 
national origin, gender, age or disability; and 


. initiatives. 


respecting and promoting common and 
particular cultures”. 


“Commitment 7” pledges world leaders to 
accelerate the economic, social and human 
resource development of Africa and the least 
developed countries. 


“Commitment 8” states that structural 
adjustment programmes should include social 
development goals. 


This Commitment includes the following : 


At the international level, we will work to 
ensure that multilateral development banks 
and other donors complement leading with 
enhanced targeted social development 
investment lending; strive to ensure that 
structural adjustment programmes respond to 
the economic and social conditions, concerns 
and needs of each country; enlist the support 
and cooperation of regional and international 
organisations and the United Nations system, 
in particular the Bretton Woods institutions, in 
the design, social management and 
assessment of structural adjustment policies, 
and in implementing social development goals | 
and integrating them into their policies, 
programmes and operations. 


“Commitment 9” calls for a significant increase 
and/or more efficient utilisation of the resource 
allocated to social development in order to 
achieve the goals of the Summit through 
national action and regional and international 
cooperation; 


“Commitment 10” ‘urges an improved and 
strengthened framework for all levels of 
cooperation for social development. 


This commitment includes the following : 


At the international level, we will refrain from 
any unilateral measures not in accordance 
with international law and the Charter of the 
United Nations that creates obstacles to trade 
relations among states. 


The commitment ends with the stipulation that the 
UN General Assembly “should hold a special — 
session in the year 2000 for an overall review and — 
appraisal of the implementation of the outcome of — 
the Summit and consider further actions and — 
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PART ll 
Programme of Action 


1. The present programme of Action outlines 
policies, actions and measures to implement the 
principles and _ fulfil the commitments enunciated in 
the Declaration adopted by the World Summit for 
Social Development. 


2. Actions are recommended to create, in a 
sustained economic growth and _ sustainable 
development, a National and_ International 
environment favourable to social development, to 
eradicate poverty, to enhance productive 
employment and reduce unemployment, and foster 
social integration. 


3. The Programme of Action takes into account 
the commitments, principles and recommendations 
of other world conferences; its importance is in its 
integrated approach and its attempt to combine 
many different actions for poverty eradication, 
employment creations and social integration in 
coherent national and international strategies for 
social development. 


Chapter | 


. An Enabling Environment for Social 
Development. 


Basis for Action 


4. Social Development is inseparable from the 
cultural, ecological, economic, political and spiritual 
environment in which it takes place which is again 
linked with national and international development of 
peace, freedom, stability and security. Its promotion 
requires an orientation of values, objectives and 
priorities, towards well being of all and the 
strengthening and promotion of conducive 
institutions and policies. Human dignity, all human 
rights and fundamental freedoms, equality, equity 
and social justice constitute the fundamental values 
of all societies. The pursuit, promotion and 
protection of these values among others, provides 
the basic legitimacy of all institutions and all 
exercise of authority and promotes an environment 
in which human beings are at the centre of 
concern for sustainable development. They are 
entitled to a healthy and productive life in harmony 
with nature. 


5. The economies and societies of the world are 
becoming increasingly inter-dependent globally. The 
global community is threatened by environmental 
degradation; severe food crisis, epidemics, racial 
discrimination, xenophobia, violence .and risk of 
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losing the richness of cultural diversity. 
Governments have recognised that sustainable 
development and social progress will require 
increased solidarity through international co- 
operation, benefiting especially the least developed 
countries from the process of globalization. 


6. Economic activities are a fundamental basis 
for social progress. Public policies are necessary to 
maintain social stability and to create a national 
and international economic environment that 
promotes sustainable growth, equity, social justice, 
tolerance, responsibility and involvement on a global 
scale. 


7. The ultimate goal of social development is to 
improve and enhance the quality of life of one and 
all in the community, empowerment = and 
participation are essential for democracy, harmony 
and social development. To create a new human 
world, gender equality, equity and full participation 
of women in all economic social and political 
activities is essential. 


8. Promotion of an enabling environment based 
on a people-centred approach for sustainable 
development, like, involvement of civil society in the 
formulation and implementation of decisions; 
integration of population into economic and 
development strategies; poverty eradication; 
equitable and non-discriminatory distribution of the 
benefits of growth; Strengthened role for the family 
in accordance with the declaration of the World 
Summit for Social Development and those of the - 
International Conference on Population and 
Development; access to knowledge, technology 
education, health care services and information; 
protection and conservation of natural environment 
in the context of people centred sustainable 
development. 


Action 


A. A favourable national and international 
economic environment 


9. The promotion of mutually reinforcing broad 
based sustained economic growth and sustainable 
development on a global scale, as well as, growth 
in production, a non-discriminatory and multilateral 
rule based international trading system, employment 
and incomes, as a basis for social development; 
implementing sound and stable macroeconomic and 
sectoral policies; promoting enterprise and 


productive investment and expended access to 


open and dynamic markets, implementing the Final 
Act of the Uruguay Round of multilateral trade 
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negotiations; to follow international law and the 
charter of the United Nations; ensuring that the 
special needs and vulnerabilities of small Island 
developing states are adequately addressed by 
implementing the programme of action for the 
sustainable development of small Island Developing 
States. 


10. To ensure that the benefits of global 
economic growth are equitably distributed among 
countries, efforts have been made to alleviate the 
onerous debt and debt service burdens connected 
with the various types of debt of many developing 
countries, strengthening and improving technical and 
financial assistance to.developing countries; taking 
into account that the major cause of deterioration 
of the global environment is the unsustainable 
pattern of consumption and production, which is 
aggravating poverty and imbalances; the full 
implementation of the Final Act of the Uruguay 
Round of multilateral trade negotiations and 
assisting countries that are not currently in a 
position to benefit fully from the liberalization of the 
World Economy, supporting countries dependent on 
commodity exports to diversify their economies. 


11. To support the developing countries at the 
national and international levels, implementation of 
effective policies and development strategies giving 
priority to human resource development, efforts to 
create an enabling environment that attracts foreign 
and domestic direct-investment in developing 
countries; supporting economic reforms through 
trade and partnerships; provide technical and 
financial support to developing countries for the 
preparatory phase of their commodity diversification 
projects and programmes; finding effective, 
development oriented and durable solutions to the 
external debt problems, through the immediate 
implementation of the terms of debt forgiveness 
agreed upon in the Paris Club priorities. 


12. Making economic growth and the interaction 
of the market forces more conducive to social 
development requires implementation of open 
market opportunities for all; improving, broadening 
and regulating the functioning of markets to 
promote sustained economic growth and sustainable 
development; establishing an open market policy; 
ensuring public and private investment in human 
resource development and for capacity building in 
health and education. 


13. Ensuring that fiscal systems and other public 
policies are geared towards eradication of poverty 
and do not generate socially divisive disparities, 
calls for enacting rules and regulations that 
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prevents all forms of corruption and exploitation of 
individuals, families and groups; enhancing 
cooperation between governments, the private 
sector and civil society; promoting international 
agreements addressing effectively issues of double 
taxation, as well as tax evasion. 


B. A favourable national and international 
political and legal environment 


14. To ensure that the political framework 
supports the objectives of social development, it is 
essential that the government institution and 
agencies have the status, resources and information 
necessary to give high priority to social 
development in policy making; eliminating all forms 
of discrimination; encouraging decentralisation of 
public institutions and services to local needs and 
facilitating local participation; strengthening the 
capacities and opportunities of all people especially, 
disadvantaged or vulnerable to enhance their own 
economic and social development, ensuring full 
involvement and participation of women at all levels 
in the decision making and implementation, process; 
resourcing all legal impediments to the ownership 
of all means of production and property by man 
and women; Taking measures in accordance with 
the charter of United Nations, the Universal 
Declaration of Human Rights and other international 
instruments to create a political and legal 
environment to address to root cause of 
movements of refugees, to allow their voluntary 
return in safety and dignity. 


15. It is essential for social development that all 
human rights and fundamental procedures including 
the right to development as an integral part of 
fundamental human rights, be promoted and 
protected through implementing the international 
human rights convention with ratifications where 
necessary, re-affirming and promoting all human 
rights and fundamental freedoms; ensuring the 
participation of every human person in the 
development process; promoting and protecting the 
human rights of women, children, especially of the 
girl child and vulnerable and disadvantaged, in the 
society; prevent and eliminate all domestic 
discriminations and violence. 


16. An open political and economic system 
requires access by all to knowledge, education and 
information by strengthening the education system 
at all levels, while removing economic and socio- 
cultural barriers raising public awareness and 
promoting gender sensitivity education: enabling 
access of information on social development and 
gender issues. 
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17. International support for national efforts to 
promote a favourable political and legal 
environment, must be in conformity with the 
Charter of the United Nations, principles of 
international law and the declaration on principles of 
international law concerning friendly relations and 
cooperation among states in accordance with the 
Character of United Nations, making use of these 
to prevent and resolve armed conflicts and promote 
social progress; coordinating action and legal 
instruments and/or measures to combat terrorism 
and other activities contrary to human rights and 
human dignity; the right to development should be 
fulfilled so as to equitably meet the social, 
developmental and environmental needs for the 
present and future generation; ensuring that human 
persons are at the centre of social development; 
elaborating policies that support the objectives of 
social development; strengthen the capacity of 
governments, the private sector and civil society to 
enable them to meet their specific and global 
responsibility. 


Chapter Il 


Eradication of Poverty 
Basis for Action and Objectives 


18. Over 1 billion people in the world today live 
under unacceptable conditions of poverty, mostly in 
developing countries, and particularly in rural areas 
of low income Asia and Pacific, Africa, Latin 
America and the Caribbean, and the least 
developed countries. 


19. Poverty has various manifestations, including 
lack of income and productive resources sufficient 
to ensure sustainable livelihoods; hunger and 
malnutrition; ill health; lack of access to education; 
increased morbidity and mortality; homelessness; 
unsafe environment; social discrimination and 
exclusion and lack of participation in decision- 
making and in civil, social and cultural life. Women 
and Children bear a disproportionate burden of 
poverty which not only depends on income but also 
on access of social services. 


20. There is a general agreement that persistent 
widespread poverty, social and. gender in-equities, 
have influences on, and are in turn influenced by 
demographic parameters, unsustainable consumption 
and production patterns. 


21. Urban poverty is increasing with urbanization 
resulting in overcrowding, contaminated water and 
bad sanitation, unsafe shelter, crime and additional 
social problems. An increasing number of low- 
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income urban households are female maintained. 


22. Gender disparities are marked, especially in 
female maintained households. Increase in 
population will result in increased number of youth 
living in poverty. Hence, specific measures are 


needed to address the juvenilization and 
feminization of poverty. 
23. Poverty has various causes, including 


structural ones, with origins in both the national 
and international domains. No uniform solution can 
be found for global application, it is in-separably 
linked to lack of control over resources, including 
land, skills, knowledge, capital and_ social 
connections. Eradication of poverty cannot be 
accomplished through anti-poverty programmes 
alone, but wiil require democratic participation and 
changes in economic structures. 


24. People living in poverty and vulnerable groups 
must be empowered through organisation and 
participation, in all aspects of political, economic 
and social life, and in the planning and 
implementation of policies that affect them; enable 


them to become genuine partners in development. 


25. There is therefore an urgent need for, 
national strategies to reduce over-all poverty; 
international support and cooperation to assist 
developing countries in their efforts to eradicate 
poverty; development of methods to measure 
absolute poverty; regular national review of 
economic policies of national budgets; human 
resource development and improved infrastructural 


facilities; policies that strengthen family contribute to 


its stability; mobilization of public and private sector 
to assist poverty stricken areas. 


Actions 
A. Formulation of integrated strategies. 


26. Government should give greater focus to 
public efforts to eradicate absolute poverty and to 
reduce overall poverty substantially by, promoting 
sustained economic growth; formulating national 
poverty eradication plans to address the structural 
causes of poverty; establishing policies, objectives 
and measurable targets to enhance and broaden - 
women’s economic opportunities; eliminating injustice 
and obstacles that women face; enccuraging and 
supporting local community development projects to — 
eradicate poverty. 


27. Governments are urged to integrate goals and 
targets for combating poverty into overall economic 
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and social policies and planning at the local, 
national and regional levels by, analysing policies 
and programme, redesigning public investment 
policies ensuring development policies that benefit 
low-income. communities, establishing and 
strengthening, mechanisms for the coordination of 
efforts to combat poverty. 


28. People living in poverty and_ their 
organisations should be empowered by, involving 
them fully in designing, implementing and monitoring 
of national strategies and programmes, placing 
special emphasis on capacity building; educating 
people about their rights; political system and the 
availability of programmes. 


29. There is a need to periodically monitor, 
access and share information on the performance 
of poverty eradication plans, evaluate policies to 
combat poverty and promote an understanding and 
awareness of poverty and its causes and 
consequences by developing, updating and 
disseminating specific and agreed gender 
disaggregated indicators of poverty and vulnerability, 
monitoring and assessing the achievement of goals 
and targets to international forums in the area of 
social development; facilitating exchange of 
knowledge and experience through subregional and 
regional organisations. 


30. Members of the international community 
should bilaterally or through multilateral 
organisations, foster an enabling environment for 
poverty eradication by coordinating policies and 
programmes in order to meet basic social 
development goals and targets; strengthen the 
capacity of countries with economies in transition to 
develop their social protection system, social 
policies and eradication of poverty. 


B. Improved access to productive resources 
and infrastructure 


31. The opportunities for income generation, 
diversification of activities and increase of 
productivity in low-income and poor communities 
should be enhanced by, improving the availability 
and accessibility of transportation, communication, 
power and energy services; promoting national and 
international assistance in providing economically 
viable alternatives for social groups; promoting 
comprehensive rural development; ensuring 
economic opportunities for rural women should be 
improved, through elimination of legal, social, 
cultural and practical obstacles. 


32. Rural poverty should be addressed by, 
expanding and improving land ownership through 
land reform, security of land tenure and ensuring 
equal rights of women and men in this respect; 
improving access to markets and market 
information; protecting traditional rights to land and 
other resources; promoting education, research and 
development on farming systems; and training for 
effective use of existing technologies and 
indigenous knowledge. 


33. Access to credit by small rural or urban 
producers, landless farmers and other people with 
low or no income should be substantially improved, 
with special attention to the needs of women and 
dis-advantaged and vulnerable groups by receiving, 
national legal, regulatory and institutional frame 
work to credit on reasonable terms; access to 
affordable credit. 


34. Urban poverty should further be addressed 
by, strengthening micro-enterprises, facilitating 
the transition from the informal to the formal sector, 
educating and training the women, that youth, 
unemployed and the underemployed; strategies 
for shelter should give special attention to women 
and children; promote better employment 
opportunities. 


C. Meeting the basic human needs of all 


35. Government in partnership with all other 
development actors in particular organisation of, and 
people living in poverty, should cooperate to meet 
the basic human needs of all by ensuring access | 
to social services; recognising that improving 
people’s health is inseparably linked to sound 
environment. 


36. Government should implement the 
commitments that have been made, to meet the 
basic needs of all by the year 2000, like basic 
education, life expectancy, reduction of maternal 
mortality and malnutrition group children; attain food 
security and healthy living, control of major 
diseases; access to safe drinking water and 
affordable adequate shelter for all. 


37. Access to social services for people living in 
poverty and vulnerable groups should be improved 
through facilitating and improving access of 
education, expanding pre-school education through 
new learning technologies; ensuring access to 
quality health care, specially in low income groups 
and rural areas. 
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D. Enhanced social protection and reduced 
vulnerability 


38. Social protection system should be based on 
legislation; in order to protect people who can not 
work from poverty, sickness, disability, old age, 
maternity, etc, should be provided protection 
universally; should have social security programmes; 
ensure social safety nets associated with economic 
restructuring under — structural adjustment 
programmes. 


39. Particular efforts should be made to protect 
children and youth by promoting family stability and 
social support; taking legislative, administrative, 
social and educational measures to protect and 
promote rights of the child, particularly girl child; 
addressing special needs of, indigenous children 
and single parent in the society. 


40. Particular efforts should be made to protect 
older persons, by strengthening family support 
system; ensuring that they get the basic human 
needs; encourage cross generational participation in 
policies and programme development and in 
decision making bodies at all levels. 


41. People and communities should be protected 
from impoverishment and long term displacement 
and exclusion resulting from disaster through the 
following actions at the national and international 
levels, by designing effective mechanisms to reduce 
the impact and mitigate efforts of natural disaster, 
such as earthquake, cyclones and floods; planning 
the logistical mechanism to enable quick response 
in disaster situation. 


Chapter il 


The Expansion of Productive Employment 
and the Reduction of Unemployment 


Basis for action and objectives 


42. Productive work and employment are central 
elements of development as well as of human 
identity. National efforts need to be reinforced by 
international cooperation in achieving the goal of full 
~ employment. 


43. Globalisation is leading to increasing labour 
mobility giving rise to new employment opportunities 
as well as new uncertainties. To meet the changing 
circumstances, human resource development needs 
to be oriented towards enhancing the knowledge 
and skills of particularly women and youth to 
enable them to work productively. 


YUVA 


44. The informal sector is the leading source of 
employment for those like women who have limited 
access to formal sector wage employment. 
Removal of obstacles to the expansion of this 
sector must be accompanied by protection of the 
basic rights, health and safety of workers and 
improvement of overall working conditions. 


45. Particular efforts by the Public and Private 
Sectors have to be made in ali spheres of 
employment policy to ensure gender equality, equal 
Opportunity and non-discrimination on the basis of 
race/ ethnic group, religion, age, health, disability 
and full respect for applicable international 
instruments so as to ensure their integration into 
productive activities. 


46. Women the world over face the double 
burden of remunerated and unremunerated work. 
The social and economic importance of 
unremunerated work needs to be acknowledged. 
The very conception of productive work needs to 
be broadened and one way to promote this is to 
develop methods for reflecting the value of 
unremunerative work in quantitative terms for 
possible reflection in accounts. 


47. |In order to promote sustained economic 
growth and sustainable development, there is an 
urgent need for placing the creation of employment 
at the centre of national strategies and policies; 
expanding work opportunities and increasing 
productivity in both rural and urban sectors; 
education and training that enable workers and 
entrepreneurs to adapt to changing technologies 
and economic conditions; quality jobs with full 
respect for the basic rights of workers as defined 
by ILO and other international instruments; special 
priority to the problems of structural, long-term 
unemployment and underemployment of youth, 
women, persons with disabilities and all other 
disadvantaged groups; empowerment of women, 


‘gender balance in decision-making processes; 


empowerment of members of vulnerable and 
disadvantaged groups through provisions including 
education and training. 


Actions 

A. Centrality of employment in policy 
formulation 

48. Placing the expansion of productive 

employment at the centre of sustainable 


development strategies and economic and Social 
policies requires policies for full, productive 
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appropriately remunerated and freely chosen 
employment. 


49. Minimising the negative impact on jobs of 
measures for macro economic stability requires 
coordination of macroeconomic policies so that they 
are mutually conducive to broad based and 
sustained economic growth and _ sustainable 
development; removing structural constraints to 
economic growth and. employment creation; 
disseminating information on the impact of trade 
and investment liberalisation on the economy and 
employment; establishing social safety mechanisms 
to minimise adverse effect of structural adjustment 
or reform programmes through education and 
retraining. 


50. Promoting patterns of economic growth that 


maximise: employment creation requires labour 


intensive investments in economic and social 
infrastructure and developing community assets in 
both rural and urban areas; giving developing 
countries the capacity to select specific and suitable 
technologies; providing technical assistance and 
expand transfer of technology to developing 
countries and strengthen national and local 
technology to developing institutions; encouraging 
community economic development strategies 
involving governments and members of civil society; 
introducing policies for mobilising savings and 
stimulating investment in capital-short areas; 
conservation and management of natural resources; 


promotion of alternative livelihoods in fragile eco- ° 


systems and rehabilitation of vulnerable land areas 
and natural resources; encouraging utilisation of 
renewable energy. 


51. Enhancing opportunities for the creation and 
growth of private - sector enterprises that would 
generate additional employment requires removing 
obstacles faced by small and medium sized 
enterprises and easing regulations; facilitate access 
to small and medium-sized enterprises to credit and 
markets, training and technological information; 
improving opportunities and working conditions for 
women and youth entrepreneurs by eliminating 
discriminations in access to productive resources 
and by providing social security protection; 
promoting legal frameworks to foster development 
of cooperative enterprises; assisting informal sectors 
and local enterprises to progressively integrate into 
the formal economy. 


B. Education, training and labour policies 
52. Facilitating people’s access to productive 
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employment in the rapidly changing global 
environment and developing. better quality jobs 
requires well-defined educational priorities and 
investing in education and training systems; 
revitalised partnership between education and other 
departments of government including labour and 
communications, and _ partnership between 
governments and non-governmental organisations; 
participation of youth and adult learners in the 
design of education and training programmes; 
training on a continuous basis and also securing 
access of women to training programmes; retraining 
of displaced and retrenched workers to facilitate 
their re-entry; encouraging national and international 
exchange of information of innovative models and 
best experiences. 


53. Helping workers to adapt and to enhance 
their employment opportunities under changing 
economic conditions requires active labour policies 
to stimulate the demand for labour in order to 
ensure that the burden of indirect labour costs on 
employers does not constitute a disincentive to 
hiring workers and establishing institutions and 
processes that prevent all forms of discriminations 
and improve the employment opportunities of 
groups that are vulnerable and disadvantaged; 
promoting access of women and girls to traditionally 
male-dominated occupations, promoting labour 
mobility and maintenance of adequate levels of 
solids protection to worker redeployment; integration 
of women into workforce by developing adequate 
child care, care for older persons and other 
support services; cooperation between employees 
and employers for the introduction of new 
technologies, while ensuring adequate protection; 
strengthening public and private employment 
services to assist workers to adapt to changing job 
markets and also strengthening Jabour market 
information systems. Ail data gathered in this 
process should be disaggregated by gender in 
order to monitor the status of women relative to 
men. 


C. Enhanced Quality of Work and 
Employment 


54. Governments should enhance the quality of 
work and employment by observing and fully 
implementing the human rights obligations that they 
have assured; safeguarding and promoting respect 
for basic worker's rights including prohibition of 
forced labour and child labour, freedom of 
association and the right to organise and bargain 
collectively; using international labour standards for 
formulating national labour legislation and policies; 
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promoting the role of the ILO for improving the 
level of employment and the quality of work: 
promoting cooperation between workers and 
employers in the decisions of enterprises. 


55. Remove exploitation, abolish child labour, raise 
productivity and enhance the quality of life for safe 
and healthy working environment by developing and 
implementing progressive policies, promoting sound 
labour relations based on tripartite cooperation and 
full respect for the freedom of association and the 
right to organise and bargain collectively, setting 
specific target dates for eliminating all forms of 
child labour, designing policies and programmes to 
help eradication of family poverty, protecting 
workers especially women from sexual harassment 
and violence. 


56. Full participation of women in the labour 
market and their equal access to employment 
opportunities requires promoting gender sensitivity 
training to eliminate prejudices against the 
employment of women improvement in access to 
technologies to women changing policies and 
attitudes that reinforce the division of labour based 
on gender; providing affordable quality child-care 
facilities and paying attention to the needs of single 
parent households. 


D. Enhance employment opportunities for 
groups with specific needs. 


57. Actively involving representatives of particular 
groups in planning, designing, management, 
monitoring, evaluating programmes by providing 
access to accurate information and sufficient 
resources. 


58. Employment policies can better address the 
problem of short and long-term unemployment by 
incorporating, involving unemployed and\or their 
associations in employment, planning, re-education 
and training, literacy, skill upgrading, counselling and 
job-search assistance. 


59. Programmes for entry or re-entry into the 
labour market aimed at vulnerable and 
disadvantaged groups by increasing the levels of 
skills and also improving the ability of getting a job 
through improvements in housing, health and family 
life. 


60. Policies should seek to guarantee all youth 
constructive options for their future by providing 
equal access to education, designing and carrying 
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out comprehensive and coordinated programmes 
that stimulate the, resourcefulness of youth. 


.61. Full participation of indigenous people in the 
labour market and their equal access to 
employment opportunities requires developing 
comprehensive employment, education and training 
programmes. 


62. Employment opportunities for persons with 
disabilities requires non-discriminating laws and 
regulations, organising support services, devising 
incentive schemes, and small business, providing 
conducive work place and promoting public 
awareness. 


63. For migrant workers and their family an 
intensified international cooperation and national 
attention is needed. Government of countries of 
origin, transit and destination are urged to 
safeguard their basic human rights and prevent 
them from exploitation and adopt effective sanctions 
against those countries who exploit or engage in 
trafficking. Governments are also urged to facilitate 
the return of migrants and their reintegration into 
their home communities. 


E. A broader recognition and 
understanding of work and employment 


64. Acknowledging the important contribution of 
unremunerated work to societal well-being and 
bringing respect, dignity and value to societal 
perceptions of such work and the people, 
promoting socially useful volunteer work and. 
allocating appropriate resources to support such 
work without diluting the objectives regarding 
employment expansion. 


65. The development of additional socially useful 
new types of employment and work requires 
helping vulnerable and disadvantaged groups to 
integrate better into society and participate more 
effectively in economic and social development. 


Chapter IV 
Social Integration 
Basis for Action and objectives: 


66. The aim of Social Integration is to create “ a 
society for all’ which must be based upon respect 
for human rights and fundamental freedoms. 
However, the pluralistic nature of most societies 
has resulted in problems for the different groups to 
achieve and maintain harmony and co-operation. 
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67. Nevertheless, progress has been noted in the 
ongoing process of decolonisation and the wider 
spread of democracy, wider recognition of respect 
for human dignity and increasing recognition of the 
unique concern of indigenous people in the world, 
expanded economic and educational opportunities 
and globalisation of communication. 


68. There are negative developments of social 
polarisation and fragmentation, wider disparities and 
inequalities of income and wealth within and among 
nations, degradation of the environment, 
marginalisation ,of people, migration and major 
dislocation of population. 


69. Violence is a growing threat to the security 
of communities everywhere and the global social 
order. These are compelling and urgent reasons for 
action to foster social cohesion while recognising, 
protecting and valuing diversity. 


70. There is therefore an urgent need for, 
transparent and accountable public. institution, 
opportunity for all to participate and involve in civil 
society; publicly available objective data for decision 
making; maintenance of social stability, justice and 
progress; gender equality and equity and 
empowerment of women; rights to highest attainable 
standard of physical and mental-health and to 
health as a factor of development;promoting and 
addressing caring for each others’ well being and 
mutual support; danger to society of armed conflict, 
violence, crime and trafficking of drugs, women and 
children. 


Actions 
A. Responsive Govt and full participation 
in society 


71. Government should promote and protect all 
human rights and fundamental freedoms and should 
make public institutions more responsive to people’s 
needs, by ensuring decisions are based on 
accurate data and are taken with the participation 
of those who will be affected; review and allocate 
resources to promote community cohesion; simplify 
administrative regulations facilitating maximum 
access to information opening channels of 
communication to seek redress of grievances: 
production of relevant studies/researches and 
dissemination of information on innovative models 
and successful practices of global and technical 
changes on social integration; accountability of 
public services from all public officials: strengthening 
transpatency and accountability of political 
groupings. 


their 


72. Encouraging the fullest participation in the 
society requires strengthening the capacities and 
opportunities for all people, especially the vulnerable 
and the disadvantaged; enabling institutions of civil 
society, specially those representing vulnerable and 
disadvantaged group; giving community organisations 
greater involvement in the design and 
implementation of local projects; ensuring a legal 
framework that encourages contributions from 
community organisations and voluntary associations; 
establishing a universal and flexible social safety 
net, facilitating the access of disadvantaged and 
marginalised people to education as well as their 
participation in social! and cultural life. 


B. Non-discrimination, tolerance and mutual 
respect for and value of diversity 


73. Eliminating discrimination and promoting 
tolerance for diversity requires enacting and 
implementing laws and regulation to combat all 
forms of discrimination; taking specific measures for 
the implementation of Nairobi Forward-Looking 
Strategy for the advancement of women ensuring 
gender equality and equity; disseminating 
information in plain language about people’s rights 
and means for redressing complain’s; respecting 
and ‘protecting all language used in the world; 
protecting traditional and cultural heritage of all 
nation’s; encouraging independent communication 
media promoting people’s understanding of social 
integration. 


C. Equality and social justice 


74. Government should promote equality and 
social justice by ensuring equality of all people 
before laws; regularly reviewing public policies and 
public spending from a social and gender equality, 
expanding and improving access to basic services, 
providing equal opportunity in employment, 
encouraging free formation of cooperatives; 
community and other grass-roots organisations that 
strengthen social integration; ensuring that structural 
adjustment programmes are designed to minimise 
negative effects on vulnerable and 
disadvantaged groups; full access to preventive and 
curative health care for all; providing basic. 
education accompanied by improved quality for all, 
evaluating school system on regular basis and 
ensuring access to formal and non-formal learning 
activities, specifically to girls. 


D. Responses to special social needs 


7S. Government responses to special needs of 
social groups should include identifying means to 
encourage institutions and services to adapt to the 
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special needs of vulnerable and disadvantaged 
groups; recognising and promoting their abilities 
and experiences; ensuring access to work and 
social services to them; supporting by legislation 
incentives and other means. of involving them in 
national decision making; improving — their 
opportunities to seek position of public authority; 
promoting and protecting the rights of indigenous 
people; implementing the Plan of Action adopted by 
the World Summit for Children 1990, encouraging 
Youth participation in designing and implementing 
policies and programmes; promoting the UN 
Standardised rules of equalisation of opportunities 
for people with disability, older persons taking 
measures to enable persons belonging to minorities 
to participate in development of their society. 


E. Responses to Specific Social needs of 
refugees, displaced persons and asylum 
seekers, documented migrants and 
undocumented migrant seekers 


76. In order to address the specific needs of 
refugees, and asylum, governments are urged to 
address the root causes of movement of refugees 
and displaced persons; strengthening their support 
for international protection and assistance activities 
for refugees and displaced persons; extend 
international support to countries of asylum to meet 
the basic needs of refugees; create comprehensive 
conditions that allow for the voluntary re-patriation 
of refugees in safety and dignity; abide by 
international laws concerning refugees. 


77. To promote the equitable, treatment and 
integration of documented migrants and their 
families government should ensure that they 
received fair and equal treatment and early 
integration, by giving them the right to long term 
residence, civil and political rights and responsibility 
and naturalisation; international exchange of 
information on educational and training institutions 
to promote productive employment among them and 
encourage international harmony and cross cultural 
understanding. 


78. In order to address the concerns and basic 
human needs related to undocumented migrants 
governments are urged to cooperate in reducing 
the causes of undocumented migration, countries of 
destination, transit and origin should cooperate to 
manage their flows; international cooperation to 
reduce their effects on receiving countries; promote 
effective measures to protect them from all forms 
of discrimination. 


F. Violence, crime the problem of illicit 
drugs and substance abuse 


79. Addressing the problems created by violence, 
crime, substance abuse and production, the 
use and trafficking of illicit drugs, and the 
rehabilitation of addicts requires introduction and 
implementation of specific policies and public health 
and social services programme;measures to 
eliminate all forms of exploitation, abuse; 
harassment and violence against women; implement 
creative programmes channelising the energy of 
youths away from crime, violence, drugs abuse: 
improving mechanism for resolving conflict 
peacefully and reintegrating society; establishing 
partnership with NGOs and community organisation 
for rehabilitation and reintegration into society of 
offenders, strengthen international cooperation and 
coordination in measures for combatting violence 
and transnational organised crimes and terrorism; 
combating drugs and substance abuse and 
trafficking through national and _ international 
coordination; combating trafficking in women and 
children through nationally and internationally co- 
ordinated measures. 


G. Social integration and family 
responsibilities 


80. The family should be strengthened and 
supported in all different cultural, political and social 
systems. 


81. Helping the family in its contribution to social 
integration should involve encouraging social and 
economic policy that meet the needs of families; 
ensuring equal opportunities among its members; 
promoting mutual respect and equal partnership 
between women and men. 


Chapter V 
implementation and Follow up 


82. Social development and the implementation of 
the Programme of Action of the Summit are 
primarily the responsibility of government, although 
international cooperation and assistance are 
essential for their full implementation. At all levels 
of implementation, the crucial and essential 
requirements are promotion and protection of 
human rights, partnership with all actors especially 
voluntary organisations, recognising the diversity in 
the world, empowerment of people, efforts to 
mobilise new and additional financial resources and 
solidarity in mutual respect among individuals, 
community and nations. 
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Actions 
A. National Strategies, Evaluations and 
Reviews 


83. At the National level an integrated approach 
to implementation of the Programme of Action 
requires analysing and reviewing policies and their 
impact on social development, effective coordination 
of all efforts of national and international actors, 
assessing poverty, integrating social development 
goals into national development efforts, developing 
quantitative and qualitative indicators for social 
development and_ strengthening institutional 
capacities for coordination. 


Countries to formulate and strengthen by 1996 
strategies for implementing Summit outcome, 
defining time bound goals and targets, strengthening 
implementation and monitoring mechanisms and 
assessing regularly the progress in the form of 
consolidated reports. 


UN should declare the Decade for the Eradication 
of Poverty starting 1996 which is the International 
Year for the Eradication of Poverty. 


84. International support for national actions will 
require assistance in capaciiy building, coordinating 
assistance and disseminating information for 
facilitating policy analysis at the request of 
countries. 


B. Involvement of Civil Society 


85. Effective implementation of POA requires 
strengthening community organisations and NGOs; 
establishing legislative and regulatory frameworks, 
institutional arrangements and_ consultative 
mechanisms for involving them at all stages; 
supporting capacity building, providing resources eg. 
small grants and strengthening networking and 
exchange of expertise. 


86. Contribution of civil society including the 
private sector can be enhanced by developing 
policies and procedures that facilitate government - 
civil society cooperation; encouraging and enabling 
business enterprises, trade unions and farmer's 
representative organization, cooperation, academic 
and research institutions and media to participate in 
social development programmes. 


C. Mobilisation of Financial Resources 


87. Augmenting the availability of public resources 
for the social development requires at the national 
level greater domestic savings through effective 
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taxes that are cognisant to social development and 
through cutting back on subsidies that do not 
benefit the poor; reducing excessive military 
expenditures consistent with national security 
requirements; ensuring predictable funding for social 
developrnent and that resources are available at the 
level of administration that is responsible for the 
same, increasing effective and transparent utilisation 
of funds, creating a supportive environment for 
resource mobilisation and developing innovative 
sources of funding. 


88. Additional resources for Africa and other least 
developed countries require striving for the 
fulfillment of the- agreed target of 0.7% of GNP for 
overall official development assistance as soon as 
possible and increasing share of funding of social 
development; agreeing on mutual commitment 
between interested parties to allocate 20% of ODA 
and 20% of national budget to social development; 


_ providing assistance for social sector activities 


including in the form of grants of soft loans; 
implementation of the commitments to the special 
needs of small island and land locked developing 
countries; giving preference to national experts, 
ensuring minimum project and programme 
overheads costs; expanding south cooperation, 
monitoring the impact of trade liberalisation and 
encouraging recipient governments to strengthen 
their national coordination mechanisms for 
international cooperation. 


89. Continued international cooperation and 
assistance in terms of assessing the financial 
implications of the commitments of the Summit, 
enhanced technical and financial assistance, support 
and encouragement of transformation of HRF will 
be required for economies in transition. Multi and 
bilateral donors will be invited to consult for 
effective coordination to achieve the objectives of 
the Summit. 


_ 90. Recognising the need for debt reduction, 


further progress can be made by inviting the 
international community including the financial 
institutions to continue to explore ways of 
implementing additional and innovative measures to 
alleviate debt burdens; encourage possibilities of 
debt swaps for social development, mobilising the 
resources of the ODA/debt reduction facility and 
inviting creditor countries, private banks and 
multilateral financial institutions to continue their 
initiatives to address the commercial debt problems. 


91. In order to ensure that SAP includes social 
deveiopment goals, governments should protect 
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basic social programmes and expenditures, review 
the impact of SAP on social development, develop 
policies to reduce their negative effects and 
promote polices enabling small enterprises, 
cooperatives and other forms of micro enterprises 
for generating employment. 


92. International financial institutions should 
contribute to the mobilisation of resources for 
the implementation of the POA and are urged 
to integrate social development goals in their 
polices, programmes and operations including higher 
Priority to social sector lending; should 
work together with concerned countries to improve 
policy dialogue and develop new initiatives 
to ensure that SAP promotes sustained economic 
and social development with particular attention 
to people living in poverty. The UN should 
in cooperation with these agencies, study 
the impact of SAP and assist countries in 
creating the needed conditions for social 
development. 


93. New and innovative ideas to generate 
funds should be considered by the relevant UN 
bodies. 


94. A framework for international cooperation must 
be developed to integrate implementation, follow up 
and assessment of the outcome of UN 
conferences/Summits which have been held or 
proposed. 


95. The General Assembly is the principal policy 
making and appraisal organ on matters relating to 
the follow up of the summit. The General 
Assembly should review the effectiveness of the 
steps taken to implement the outcome of the 


Summit in 1996 and call for a special session in_ 


2000 AD for review and appraisal. 


The Economic and Social Council would oversee 
system wide coordination in the implementation 
of the Summit outcome and = made 
recommendations in this regard; review the 
reporting system in: the areas of social 
development. The Council should be invited to 
review the mandate, agenda and composition of 


the Commission for Social ane at its 
substantive session in 1995. 


Regional Commissions, in cooperation with regional 
intergovernmental organisations and banks could 
convene meetings at a high political level to review 
progress and report through appropriate 
mechanisms to the Council. 


The role of the Committee on Economic, Social 
and Cultural Rights in monitoring those aspects 
relating to compliance with the International 
Covenant of Economic, Social and Cultural Rights 
is important. 


96. There is a need to renew, reform and 
revitalise the various parts of the UN system to 
serve the objectives of the Summit. They should 
expand and improve their cooperation in the field 
of social development to ensure that their efforts 
are complementary. 


97. For economies in transition, UN should 
provide technical cooperation in designing, 
implementing and supporting social development 
programmes. 


98. Implementation of the POA will involve 
strengthening of the UN system and inviting the 
WTO and ILO to contribute to the implementation 
of the POA. The Secretary General will be 
requested to ensure effective coordination. 


99. Operational activities of the UN to be 
strengthened in order to supplement the Summit 
outcome by capacity building at local, national and 
regional level, coordination at the country level, 
encouraging south-south: cooperation, increasing 
resources for operational activities for development, 
strengthening their capacity for information 
gathering, analysis and developing indicators of 
social development; and providing policy and 
technical support. 


100. Major groups identified in Agenda 21 to be 
involved in planning, elaboration, implementation and 
evaluation at both national and international levels. 
Mechanisms are needed to ensure this. 
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The World Summit for 
Social Development : 
Outcomes From An NGO 
Perspective 
- Dr. Amitava Mukherjee 
Executive Director, Actionaid India 


1. Introduction : 


The NGOs welcomed the World Summit for Social 
Development (hereinafter referred to as UN 
Summit) as a much-needed political response to 
the global disquiete over poverty in its material and 
human manifestations, unemployment and social 
disintegration. All of these are concurrently 
increasing, notwithstanding the technological 
progress in the post-War period and the economic 
growth led by the neo-liberal prescriptions. It was 
recognised that the more recent collapse of the 
East European system has made the crisis in 
social development deeper and wider. The 
Declaration and Programme of Action, that emerged 
out of the World Summit for Social Development, 
at Copenhagen on 13th March 1995, (hereafter 
referred to as UN Summit Documents) provided 
useful articulations in that direction. This was 
welcomed by the NGO community who assembled 
at the Summit, and elsewhere in the world, but 
were disappointed and frustrated as the Summit's 
outcome fell short of the warranted outcome, which 
was reflected in what has come to be known as 
Copenhagen Alternative Declaration (referred to 
hereafter as Alternative Declaration). 


This paper attempts at netting together the 
highlights of what the Summit, as articulated in the 
UN documents could and could not achieve from 
the NGO perspective. It is based on our personal 
involvement in the Summit process (at the national, 
Supra-national and global level) and on the various 
documents relating to the Summit including the 
Copenhagen Alternative Declaration and the Koitta 
Declaration. 


The Alternative Declaration can be conceived of as 
being composed of two parts. In the first part is a 
political declaration, in the main : 


(i) attacking the neo-liberal system of 
development, on account of it causing and 
deepening poverty; 


eS 


(ii) arguing against the acceptance of the new 
trade order as defined in the Final Act of the 
Uruguay Round of Articles of Agreement on 
the establishment of the World Trade 
Organisation. 

(iii) rejecting the substitution of social policy by 
“safety nets’, ; 

(iv) urging the U.N. not to fail the Summit by 
failing to recognize adequately the primacy of 
all human rights as a pre-requisite to Social 
Development; and 

(v) indicating the inadequacy of the Summit in 
addressing the wastages associated with 
military expenditure by nations all over the 
globe. 


In the second part, the Alternative Declaration laid 
down certain conditions that must be fulfilled at the 
household, community, national and inter-national 
level to have an alternative model based on local 
conditions, equality of women and men and 
marrying new technologies with valuable traditions. 
The Alternative Declaration gave adequate attention 
to gender issues though not so much on human 
rights. 


In part Il, we propose to discuss some of the 
important conceptual problems of the UN 
Documents and the Alternative Dedaration, in Paret 
lll we will examine some of the basic issues which 
the UN Documents and the Alternative Declaration 
did not seek to address, and in Part IV 
achievements (failure of the Summit from a South 
Asian Perspective will be set out. 


ll. The Conceptual Problems of The UN 
Documents And The Alternative 
Declaration: 


(1) The first conceptual problem of the UN 
Documents pointed out by the Alternative 
Declaration, relates to its over-reliance on 
market forces as the grand panacea of all 
economic ills, despite the growing evidence of 
the damaging impact of a market-led 
development model on the world’s poor and 
in widening the gulf between the rich and the 
poor within, and across countries. The UN 
Summit documents have taken a placatory 
and palliative line, which is tantamount to 
investing the market-mechanism with some 
ideological mystique. The Alternative 
Dediaration pointed out that in so doing, the 
UN Summit did not comprehensively address 
the core issues behind the world-wide 
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poverty, unemployment and _— social 
disintegration that had assumed crisis 
proportions. Given the fundamental 
commitment of the UN Charter to peace, 
human rights and justice and the erosion of 
these very values in a world where inequality 
and enequity are allowed to increase in the 
name of freedom for unbridled competition, 
the Alternative Declaration has correctly 
emphasized that the UN Documents should 
have corrected this basic flaw. 


It is a historical fact that in the more stable 
and successful Western democracies, 
community’s progress has been anchored in 
the basic political principle that those owning 
property ought to use it for the common 
good and the government has the mandatory 
obligation to effect a social and regional 
redistribution of income for the sake of equity; 
and, therefore, even budget constraints have 
not been allowed to diminish social 
programmes, even under market regimes. 
Equally, economic growth in East Asia, under 
varying degrees of democracy, has been 
preceded by massive and efficient investments 
in social development, particularly in education 
The UN Documents did 
well to recognise all these and therefore, 
added a separate Commitment on Education, 
but where they failed was that they did not 
establish the link between social development 
and economic development, in recognising 
education and land reforms as pre-conditions 
to the success of the economic policies 
pursued in different developing countries, 
under the name and style of Structural 
Adjustment Programme. (We shall revert to 
Structural Adjustment Programme one again 
later). 


(iii) In most developing counties like ours, 
where the roots of political democracy are 
striving to get decentralised and go deeper 
into the socio-economic layers, there is no 
democratic alternative to “development” by the 
people, of the people and for the people, 
representing respectively the political, social 
and economic dimensions of democracy. 


When allocative priorities are distorted by 
misguided governments, chronically lacking in 
fiscal discipline and management efficiency, 
the development crisis aggravates existing 
poverty, unemployment and social conflict. 
The experience of vibrant, voluntary action 
throughout the developing world, shows that 
the need is more democracy, not less, and 


(iv) 


(v) 


liberation rather than liberalization in a socially 
accountable, reconstructed democratic polity. 
These were issues. which the U.N. 
Documents did not address. 


As this is an imperative not just for countries 
in the developing countries but wherever 
poverty is present and_ people-centred 
democratic development processes are absent, 
the World Summit would have done well to 
explicitly recognise it, in contrast to what it 
has presently done, emphasising the dominant 
paradigm of “development” based on mega 
technologies, centralised systems of industrial 
production and aggregation of human 
populations. This latter process, characteristic 
of both state capitalism and private capitalism, 
has certainiy created global markets and 
unprecedented power over the entire planetary 
natural system, of which the human species 
is a part. At the same time, in this process 
of gaining power over nature as well as 
humans, it has also added new tensions and 
conflicts to the old: first between socio-. 


‘cultural systems and nature itself and 


second, among various levels of social and 
cultural life. The UN Documents under 
reference missed opportunity to address this 
issue in a comprehensive manner. The 
Alternative Declaration attempted at remedying, 
the situation in para 5 thereof, but only 
fleetingly. 

The Alternative Declaration correctly; pointed 
out that there is no mention in the U.N. 


Documents of the important facts that the 


divide between the “haves” and “have-nots”, 
within and between nations, is directly linked 
to the deteriorating social and physical 
environments engineered by dominant 
segments of powerful nations and propagated 
to international financial institutions and trade 
organisations through lending operations and 
tempting trade-offs. The UN Summit did not 
capture the point that much of this social 
pathology is traceable to the predominance 
today of materialistic, narrowly individualistic 
and aggressively competitive nature of the 
“growth model” of market-led development, 
The Summit documents, as a consequence, 
do not seek to challenge this “war by other 
means” on the democratic values upheld in 
the UN Charter. 


The spiralling consumerist spending and a 


correspondingly high mass consumption for a 


few countries generated by market led 
growth, (for instance, 20 percent of the world 
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population appropriating 80 percent of the 
income) is admittedly an unstable and 
unsustainable pattern of growth. This has 
been explicitly recognised in the UN 
Documents. But only that far and no further. 
That the market-led development paradigm, by 
its very logic, envisages a society where the 
poor people are expendable as may be 
necessary for its success, and perpetuates 
such unsustainable consumption pattern, have 
been missed out despite strong please to the 
effect mounted by both NGOs from all over, 
and several official delegations from 
developing countries, both at the preparatory 
Committee Meetings at the UN in New 
York and at the Summit itself at Copenhagen. 
That a market led society is not inclusive and 
is inherently antagonistic to nature, the poor, 
the weak and the women, could not find 
articulation in the UN Documents. 


The search for an “enabling environment for 
social development” in the UN Summit 
Documents could not, therefore, confidently 
break away from the dominant development 
model based on concentration of resources 
and power. Human creativity, consequently, 
which should have been encouraged to seek 
a definition and path of development through 
eco-friendly human-scale systems of 
production, distribution and exchange, has 
received a short shift. This implies that the 
UN Summit should have urged the committee 
of nations to move national self-reliance on 
the strength of resources and responsibilities 
restored to autonomous units of self- 
government, small-unit technology, and local 
communities organised, informed and activated 
towards increasing self-sufficiency in basic 
human needs. But it did not. The 
Alternative Declaration should have more 
explicitly called for a blend of tradition and 
change where the human being is not 
dwarfed by his or her own creation, where 
the human effort does not go against the 
grain of nature and where people are not 
pitted against one another for whatever 
reason. The resilience of these ideas as a 
propeller of development has been repeatedly 
proved in the voluntary sector throughout the 
developing world. The Alternative Declaration 
should have impugned the UN Summit in that 


it failed to agree to provide a political space | 


to become the solvent for mass poverty, 
unemployment and social divisiveness. 


The need to recognise the constraints that 


(viii) 


(x) 


external debt, including multilateral debt, have 
imposed on developing countries, have been 
placed in the right perspective in the 
Alternative Declaration,but it as also the UN 
Summit failed in pointing out that the 
realization of social development goals has 
not been matched by a commitment to 
resolve the problem. It could not call on the 
UN to carry out an audit of “Who Owes 
What to Whom” with regard to the debt 
question and explicitly state that the countries 
of the West have developed on the 
exploitation of the resources of their erstwhile 
colonies. The time has come to right this 
historical wrong. This is particularly so 
because under-development persists in all 
countries which were colonies. The 
Alternative Declaration should have urged that 
the erstwhile colonial powers be called upon 
by the World Summit to return to their 
erstwhile colonies what was extracted from 
the latter by the former. This would have 


~ been a signal service that the UN Summit 


could have done to the poor around the 
world. 


The UN should have been driven by its 
beliefs, and not by the need to secure 
annual contributions from large western 
nations. This failure of the UN Documents 
as also the Alternative Declaration, will 
perpetuate the current trend of the UN 
becoming marginalized to the role of providing 
relief for the symptoms and not for the 
causes of the scars left behind by other 
multilateral financial institutions. 


The Alternative Declaration should have called 
upon all nations to set up a National 
Commission for Social Development in their 
respective countries. This Commission should 


have : 

1. constitutional powers to monitor 
safeguards; 

2. constitutional powers to monitor 


implementation of the programme of. 
action coming out of the Summit; and 


3. the Commission should have powers to 
intervene into the budgetary activities of 
the different governments to ensure that 
social sector outlays and expenditure 


are not made the first casualty 
whenever there is a need to 
economise. The National Commission 


should publish a report every year on 
the results of its monitoring the 
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implementation of the Programme of 
Action. Such reports should be public 
documents to which every citizen of the 
country will have the right to access. 
The Commission should be a broad 
based Commission consisting of 
members of the civil society, including 
legislators, NGOs, and represeritatives 
from the judiciary and the Government/ 
bureaucracy. 


We may now turn to see how these 


problems impinged on the manner in which 


the UN Documents urged the world 
community to tackle the specific issues of 
poverty, employment and social integration, 
which to our mind constitute the “core” of the 
“core issues”. 


Human Rights And The Alternative 
Declaration : 


The Summit by accepting market led growth 
as the basic paradigm of development, 
accepted the role usurped by the international 
financial institutions, more particularly the WB 
and IMF, thus giving up the UN’s own role 


as envisaged in the economic field mandated 


by the Charter. The member states of the 
UN by the Commitments made at the 
Summit undertook to do far less than what 
they are mandated under the International 
Covenant on Economic, Social and Cultural 
Rights. 


The differences amongst the Commitments 
inter-se are glaring. “Commitment to goals”, 
“ Commitment to promoting the goal” and 
“Commitment to promoting and attaining the 
goals” mean different things to different 
people and are open to ambiguous 
interpretation. The same is true of goals, in 
that while some goals are well-defined, others 
are either processes or mere frameworks. 
The differences in the content and character 
of the. Commitments are noticeable in the 
imbalance inherent in the Programme of 
Action particularly those dealing with Human 
Rights. Fs Pe Me 


The Commitments talk of eradication of 
poverty, full employment and universal and 
equitable access to education and health. 
The International Covenant on Economic, 
Social and Cultural Rights encompasses all 
these social goals, but the distinction between 
the two sets of documents is that while the 
former are declarations of intention by the 


consensus document. 


governments, the latter relates to rights of the 
people which the governments are bound to 
define, preserve and protect, as by law 
established. The Summit mirrors the image 
that the UN is averse to the discourse of 
rights with regard to social development. 
Unfortunately this was not also recognized as 
a priority by the Alternative Declaration though 
the Human Rights Caucus and the Issue 
Caucus did highlight these issues. 


Article 2 of the Covenant under reference is 
particularly important. The Covenant provides 
for progressive realization, but noting the 
constraints due to the limits of available 
resources, it makes a distinction between 
what can be done in the immediate run and 
what can be done in the long run. Thus it 
imposes various obligations which are of 
immediate effect, such as the undertaking to 
guarantee that relevant rights will be 
exercised without discrimination, and as in 
Article 2(1) of the Coverant to take steps 
which in itself is not qualified or limited by 
other considerations, and which steps should 
be deliberate, concrete and clearly targeted 
towards meeting the obligation enjoined by the 
Covenant. 

It is arguable that consensus has not been 
reached as what exactly one is entitled to 
according to the rights in the Covenant on 
Economic, Social and Cultural Rights. 
Nevertheless there are at least two 
dimensions which warrant comment. First, 
those states which are parties to the 
Covenant are obliged to ensure that the 
rights the Covenant are promoted “without 
discriminations”, and second, subsistence 
righis are inviolable which impose “immediate” 
obligation on States and it is the principal 
reason for including the right to food and 
freedom from hunger among the core rights, 
because according to Article 1(2) “in no case 
may a people be deprived of its means of 
subsistence”. All these rights, it may be 
argued, indeed have been once again 
recognised in the U.N. Documents. But that 
is not the issue. The issue is what realism 
remains of such recognition of these rights in 
the U.N. Documents, when _ those 
Governments which have failed to fulfil earlier 
treaty obligations have now come forth to 
make the “Commitments” in a non-binding 
The Alternative 
Declaration should have taken cognizance of 
this and lobbied hard to rectify the situation. 
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The UN Summit thus, in fine, is an almost 
ritualistic reiteration that all human rights are 
universal, indivisible, interdependent and 
interrelated. Thus far and no further the 
Summit Documents virtually made it clear that 
what are in the Covenant on Economic, 
Social and Cultural Rights are not really 
rights but aspirations which the governments 
may fulfil when they choose. The NGOs with 
all their vigour and enthusiasm failed to drive 
home that point. 


The UN Documents should have attempted at 
ensuring the ratification of the core human 
rights treaties, the International Convention 
Relating to the Protection of Migrant Workers 
and the relevant ILO convention, by all states 
by a set date. They missed the opportunity 


as well to recognise the legally binding © 


obligations of the Covenant on Economic, 
Social and Cultural Rights and proposed an 
optional protocol giving recourse to individuals 
as is provided in the Optional Protocol of the 
Covenant on Civil and Political Rights. The 
Alternative Declaration did urge for this and 
very rightly. To that extent it served a useful 
purpose. 


Achievements of the Summit from A 
South Asian Perspective : 


This brings us to the U.N. Summit from our 
own country’s standpoint. We wish to do so 
from a South Asian Perspective. 


The achievements of the Summit vis-a-vis 
South Asian perspective can be summarised 
under two broad categories, which | call here, 
“philosophy” and “engineering”. Let us deal 
with this in turn. But | repeat, | will do so 
from a South Asian perspective, about which 
| have knowledge and understanding. 


On Their Philosophy 


In terms” of 


philosophy, the South 


Asian NGOs can see eight areas as. 


achievements : 


ii The inclusion of a specific Sub- 
Commitment (i) under Commitment 1, 
devoted to ways and means for tackling 
the special problems of Social 
development in South Asia. Before the 
South Asia NGOs actively lobbied for 
the inclusion of South Asia as an area 
of special concern, where half the 
world's poor live, the only areas which 
received special mention was Africa and 


the Island Nation States, with some 
reference to “countries in transition’, 
Even as late as the Third preparatory 
Committee meeting held in January 


. 1995, there was not mention of South 


Asia either in the Declaration or the 
Programme of Action. The Declaration, 
more particularly Commitment 2,.sub- 
Commitment (i) now enjoins that “At the 
international level, we will focus attention 
on and support the special needs of 
countries and regions in which there are 
substantial concentrations of people 
living in poverty, in particular those in - 
the South Asia, and which therefore 
face serious difficulties in achieving 
social and economic development”. 


The recognition of the fact by the 
international community that there is 
widespread and increasing poverty, both - 
within nations and between nations, and 
that this problem needs immediate 
action, is a signal achievement of the 
Summit. That poverty and_ social 
development have been brought to the 
centre state, in an international climate 
which is dominated by the belief (and 
forcefully argued at the Summit by the 
United States and its allies), that 
economic development through the 
market can alone lead to widely 
distributed growth and distribution of 
income, itself marks a big leap forward. 


Within the U.N. system, the acceptance 
of debt cancellation as being an 
instrument to accelerate the tempo of 
social development in poor countries, ‘is 
a new move altogether. Hitherto, debt 
cancellation was never viewed as a 
means for alleviating the poverty of 
developing countries. 


The clear recognition that social 
development is critical for economic 
development, unlike in the past where 
economic development alone was 
conceived of as being the road to 
social development, marks the 


_ acceptance of a new approach to 


development. It is debatable whether 
this can be viewed as a shift in 
paradigm, but it is undeniable that there 
is at least an honest attempt at re- 
examining the entire gamut of 
development. it has been the first ever 
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approach to treat the problems, and 
causes of, poverty in an inter related 
framework. Poverty, its causes and 
problems, needs to be addressed 
because of its complexity, through an 
integrated strategy. The Summit has 


driven home, and hence has given the 


clarion call to eradicate poverty through 
direct attack on poverty, generating 
productive employment, improving basic 
health, increasing literacy, achieving 
gender equality, attaining social 
integration and emphasizing and 
-reemphasizing core values of human 
dignity, tolerance and economic and 
social justice. 


The radical proposal of “20/20 compact” 
of the UNDP - and UNICEF, was 
agreed to on a voluntary basis. This 
means that willing nations of the North 
will now earmark a fifth overseas aid 
for Social Development, while the 
developing countries, who are willing will 
devote a fifth of their budget to the 
same goal. Though this does not 
seem binding, but that 20/20 is 
acceptable as at least a concept for 
providing resources for funding social 
development, has been viewed in 
knowledgeable circles as significar.t and 
a move in the right direction. 


It may be mentioned that the need of 
the Cold War had not produced the 
expected peace dividend for aid which 
would help poorer nations on the path 
to a stable future. Instead, it has 
made it easier for right wingers like Mr. 
Michael! Portillo in Britain and Mr. Newt 
Gingrich, Chairman of House of 
Representatives in the US to argue 
that the UN, the main channel of 
Northern aid, is an expensive, ineffective 
‘luxury, whose Summit on_ Social 
Development was shunned by Bill 
Clinton, John Major and Boris Yeltsin. 
In such a scenario, experts and the 
NGOs in the field argue, commitments 
by World leaders to focus attention on 
poverty eradication and _ social 
development and recognise as even a 
“bench mark” the allocation of at least 
20 percent of their aid and 20 percent 
of their budget for social development, 
is a development of no mean 
consequence. 


Vii. 


viii. 


: Outcomes From An NGO Perspective 


The Summit was no small reminder that 
the UN, for all its faults, is the only 
global mechanism where developing 
countries have any voice at all in the 
way the world is shaped. ‘It remains 
the best, though by no means infallible, 
international organisation capable of 
administering and developing aid 
worldwide. 


The whole issue of elimination of 


hunger, world wide, being accepted as 
a goal for the international community is 
no mean victory for the poor people 
world wide, howsoever intangible it may 
look in the immediate run. In this the 
support and ideas mustered by the: 
South Asian NGOs have been 
significant. 


On the issue of structural Adjustment 
Programme (SAP), there has been 
substantial progress. From the 
beginning of the Summit process 
delegations from the Southern countries 
(with the notable exception of India) and 


- the members of the civil society, 


particularly the NGOs brought the 
Structural Adjustment Programme of the 
WB-IMF under heavy fire. Even the 
distinguished representatives of the, 
World Bank and the IMF were seen on 
many occasion to be on the defensive. 
It seemed that the hidden agenda of 
the Social Summit was to incorporate 
social policy into the ecanomic policy 
pursued under the name and the style 
of SAP. And despite concerted 
attempts by several members of G-77 
to weaken the language of the 
Programme of Action and_ the 
Declaration, wherever efforts were afoot 
to balance the predominance of the 
market, there has been very substantial 
improvements in the text. It has been 
clearly recognised and accepted that 
SAP has negative impacts on the poor, 
that there will be State action to 
remedy such negative impacts and that 
efforts will be made in order that the 
positive impacts of SAP on the poor 
are maximized. The position as it _ 
stands now both in the Commitments 
and in the Programme of Action is 
miles ahead where they were after the 
Third Preparatory Committee Meeting, 
and certainly from what obtained at the 
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end of the Second Preparatory 
Committee Meeting. 


The Engineering : 
In terms of the “engineering” components of 


the Declaration and the Programme of Action, 


there is much to be desired. First, except 
for Austria and Denmark no other country 
made any beginning towards implementation 
of the Programme of Action. The Austrians 
decided that they would provide debt relief to 


the tune of US$100 millions, and the Danish | 


Government agreed to write off debt to the 
tune of Danish Kroner 118 million. The USA 
assured that they would provide US$100 
million over a ten year period, on girl child 
education. For those who were associated 
with the Summit process this was a clear 
rebuff to Ambassador Juan Somavia, 
Chairman of the Summit, who at the 
Valedictory Plenary of the Third Preparatory 


Committee Meeting of January 27, 1995 at 


New York, had appealed to each country that 
they came to Copenhagen with at least one 
new initiative towards implementation of the 
Programme of Action. The nations of the 
United Nations have. failed the Summit judged 
from that perspective. 


Second, the question of providing 0.7% of 
GNP to ODA by the developing countries, as 
agreed to in the UN as far back as 1970, 
was to be adhered to. The only commitment 
that the developed nations were prepared to 
make was that resources will be made 
available over time but neither any target nor 
any deadline can be set for the present. 
There was no commitment to achieve any 
target or deadline on the question of 
resources per se as a_ whole, and not 


* merely with respect to providing 0.7$ of GNP 


as overseas development assistance, by any 
date. 
levying a 0.5% tax on foreign 
exchange transactions, and Canada supported 
it, but they too did not set, suo moto, for 
themselves any deadline to operationalise their 
thoughts into deeds. 


Third, eradication of poverty has been 
recognised as the global goal, but as with 
resources, there were no targets or deadlines 
set for either reducing poverty or eliminating 
absolute poverty or whatever, which -robbed 
Summit of, a whole lot of its relevance for 
the poor worldwide, and of realism. With all 
their faults, targets are necessary to work out 


The French President did mention © 


a plan of action which is implementable, 
monitorable and transparent. The widely heard 
argument put forth by Western experts that 
the Summit has brought upon the comity: of 
nations the realization that there is poverty 
everywhere and that it has enabled the 
international community to identify a 
commonality between the poverty in the 


North and in the South, does not carry us 


very far and is at once fundamentally flawed. 
The structural causes of poverty in the South 
are fundamentally different from the causes of 
poverty in the North. One need not labour 
the point that poverty in the South is 
physically, numerically, psychologically, 
politically, sociologically and economically very 
different from poverty in the developed 
countries. 


iv. Fourth, if a balance sheet is drawn up in 


monetary terms, the picture is not likely to 
draw cheers, by any standards. On the face 
of it, it is manifest that the total resources 
pledged for social development during the 
Summit, is approximately US 140 millions. 
The arithmetic looks like the following: 186 
million Kroner (equivalent to approximately 30 
million US $, debt cancellation by Denmark, 
and 100 Million dollars debt relief by Austria, 
to poor countries, were the only relevant 
declarations on the issue. 100 million US $ 
pledge by USA on “girl child education” in 
the developing world over a 10 year period 
(and may be out of existing allocation to 
overseas development assistance) is only 
tinkering at the margin and is, therefore, not 
significant enough to be taken into reckoning. 
The perfunctory nature of this US gesture is 
brought forth in bold relief when one views it 
against the backdrop of the scenario of 
Bangladesh alone spending 100 Million US $ 
per year on literacy/basic education. One is, 
therefore, left somewhat bewildered if a World 
Summit costing several hundred million US 
dollars (including the expenditure in the 
preparatory process, imputed costs, resources 
and time expended by the NGOs and official 
delegations) is worth its while for merely 
evincing pledges of around $(US) 130 Million 
for poverty eradication etc.. What is worse is 
that these resources expended on the 
Summit will come directly from the aid 
budgets of the developed countries and are 
not necessarily additional resources. As for 
the developing countries the situation is one 
degree worse because the participation cost 
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of the delegations at the Summit only adds 


upto the staggering estimated figure of US$ 
38 Million. | 


And indeed if the developed countries were in 
no mood to commit additional resources for 
social development in the developing 
countries, under what compunction did they 
through the corridors of the U.N. for the 
Summit knowing fully well, that the outcome 
of the Summit can not be implemented 
without additional resources being committed. 


Finally, the whole range of definitions have 
been left open. What is social sector ? 
What is civil society or voluntary organisation 
in the context of the Declaration and 
Programme of Action emerging out of the 
World Summit on Social Development? What 


is “Participation” by NGOs and the rest of it 


remains very general in the Programme of 
Action? If the Programme of Action for 
whatever its worth is to be operationalised 
the NGOs have at least one uphill task back 
home, evincing interest on all this from their 
respective governments, and inducing them to 
provide clear definitions that are vital to the 
very survival of the Declaration and 
Programme of Action. 


NGOs have always maintained that one of 
the weaknesses of the Summit has been the 
absence of any political movement behind the 
whole process. The Earth Summit at Rio in 
1992 had all the environmentalists and their 
movement behind it, the Child Summit had 
the UNICEF to back up; the Vienna 
Conference had the human rights activist 
supporting it and the Beijing Conference held 
in September 1995 of Women had the 
enormous momentum of women's movement 
and activists worldwide to follow up. The 
World Summit on Social Development, in 


contrast, had no such political process behind 
it; it was born out of the internal dynamics of 
the United Nations system itself. Therefore, 
the prospect of the Declaration and 
Programme of Action that came out of the 
Summit, being put into the “deep freezer” 
looms excessively large. There is need all 
the more to build a momentum to have the 
Declaration and the Programme of Action 
implemented, howsoever imperfect they may 
be. And that is an uphill task which should 
engage the attention and efforts of all serious 
members of the civil society, in even larger 
measure now than ever before. 
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Document 


We, representatives of social movements, NGOs 
and citizens’ groups participating in the NGO 
Forum during the World Summit for Social 
Development (WSSD), share a common vision of a 
world which recognizes its essential oneness and 
interdependence shall wholly embracing human 
diversity in all its inhabitants in all its racial, ethnic, 
cultural and religions manifestations, where justice 
and equity for all its inhabitants is the first priority 
in all endeavours and enterprises and in which the 
principles of democracy and popular participation 
are universally upheld, so that the long dreamed 
creation of a peaceful, cooperative and sustainable 
civilization can at long last be made possible. 


In this context, we expected that the Social 
Summit would address the structural causes of 
poverty, unemployment and social disintegration, as 
well as environmental degradation, and would place 
people at the centre of the development process. 
These include not only economic, political and 
social causes, but also the cultural structures of 
gender inequity. 


While some progress was achieved in placing 
critical issues on the table during the Summit 
negotiation process, we believe that the economic 
framework adopted in the draft documents is in 
basic contradiction with the objectives of equitable 
and sustainable social development. The over- 
reliance that the documents place an unaccountable 
‘open’ freemarket forces' as a basis for organising 
national and international economies aggravates, 
rather than alleviates, the current global social 
crises. This false premises threatens the 
realization of the stated goals of the Social 
Summit. 


The dominant neo-liberal system as a universal 
model for development has failed. The current 
debt burden of dozens of countries’ is 
unsustainable, as it is draining them of the 
resources thinned to generate economic and social 
development. Structural adjustment programmes 
imposed by the International Monetary Fund and 
the World Bank have consistently undermined 
economic and social progress by suppressing 
wages, undermining the contributions and livelihoods 
of small producers, and placing social services, 
particularly health care and education, out of reach 
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of the poor. In dismantling basic state services, 
these programmes have shifted an even greater 
burden onto women, who care for the nutrition, 
health, well-being and harmony of the family, as 
well as community relations. In promoting the 
rapid exportation of natural resources, deregulating 
the economy, and pushing increasing numbers of 
poor people onto marginal lands, adjustment has 
contributed to the process of ecological degradation. 


1. This system has also resulted in an even 
greater concentration of economic, political, 
technological and institutional power and 
contro! over food and other critical resources 
in the hands of a relatively few transnational 
corporations and financial institutions. A 
system that places growth above all other 
goals, including human well-being, wrecks 
economies rather than regenerates them, 
exploiting women’s time, labour and sexuality. 
It creates incentives for capita! to externalize 
social and environmental costs. It generates 
jobless growth, derogates the rights of 
workers, and undermines the role of trade 
unions. In the process, the system places a 
disproportionate burden on women and 
jeopardizes their health and well-being and 
consequently that of those in their care. 
Finally, it leads to an unequal distribution in 
‘the use of resources between and within 
countries and generates social apartheid, 
encourages racism, civil strife and war, and 
undermines the rights of women and 
indigenous peoples. 


It is for these reasons that we also cannot accept 
the official documents’ endorsement of the new 
trade order as defined in the Final Act of the 
Uruguay Round and Articles of Agreement pn the 
establishment of the World Trade Organization. 
The documents do not consider that trade 
liberalization through the General Agreement on 
Trade and_ Tariffs (GAAT) and the WTO creates 
more losers than winners and that the negative 
impacts will be disastrous for poor countries, 
and poor and working people within all 
countries. The interests of local producér, in 
particular, are undermined in the areas of foreign 
investment, biodiversity and intellectual property 
rights. 


We reject the notion of reducing social policy in 
developing countries to a ‘social safety net’, 
presented as the ‘human face’ of structural 
adjustment polices in the WSSD documents. _ this 
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proposal is predicated on the withdrawal of the 
State from one of its fundamental responsibilities. 
The slashing of social expenditure in the North as 
a means of reducing the budget deficit has also 
undermined many of the achievements of the 
welfare state. 


Social development can only be achieved if all 
human rights - civil, political, economic, social and 
cultural - of ali individuals and peoples are fulfilled. 
We believe that the Summit documents fail to 
recognize adequately the primacy of human rights 
as a prerequisite for a participatory and 
meaningful social development for ail sectors of 
society, especially for children and such 
marginalized groups as people with disabilities, 
indigenous peoples, people in occupied territories, 
refugees and the displaced. It also fails to note 
how the undemocratic nature of structural 
adjustment programmes undermine the rights of 
citizens and often leads to their repression. In 
addition, efforts made at the Social Summit to 
reverse agreements reached in Vienna and Cairo in 
relation. to women's rights represeni a further 
undermining of the possibilities for the kind of 
fundamental changes required for the creation of 
just societies. 


Finally, we note that militarization creates enormous 
waste of human, natural and financial resources. 
It causes further inequality and pauperization, 
political and social violence, including violations 
against women, and violent conflict that adds to 
the rising global death toll and the. growing number 
of refugees and displaced people. 


in rejecting the prevailing global economic model, 
we do not suggest the imposition of another 
universal model. Rather, it is a question of 
innovating and devising local answers to community 
needs, promoting skills and energy of women in full 
equality with men, and benefitting from valuable 
traditions, as well as new technologies. 


In the light of the foregoing, we consider that the 
following conditions must be fulfilled at the 
household, community, national and international 
levels to realise this alternative vision of 
development. 


At the Household Level : 


e The new vision of development requires the 
transformation of gender relations, in which 
women are equal participants in the decision 
making process. 
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Women and men must share responsibility for 
the care of children, the elderly and people 
with disabilities. 


Domestic violence in all its forms must not 
be tolerated. 


Women must be guaranteed sexual and 
reproductive choice and heaith. 


Children’s rights should be respected and 
enhanced. 


At the Community Level : 


The keys to effective development are equity, — 
participation, self-reliance, sustainability and a 
holistic approach to community life. 


The capacity of communities to protect their 
own resource base must be restored. 


Government and intergovernmental decisions 
must be built upon the full participation of 
social movements, citizens’ organisations and 
communities at all stages in the development 
process, paying special attention to the equal 
participation of women. 3 


Communities must gain control over the 
activities of all enterprises that affect their 
well-being, including transnational corporations. 


The political, social and economical 
empowerment of youth, especially young 
women, should be fostered. 


At the Nationa! Level : 


All forms of oppression based on gender, 
race, ethnicity, class, age, disability and 
religion must be eliminated. 


Governments must ensure the full and equal 
participation of civil society in the processes 
of economic policy-making and other 
development decision-making, implementation 
and monitoring. 


Education must be granted as the main 
instrument to empower youth to take their 
rightful place in society, enabling them to take 
control of their lives. Non-formal education 
should be promoted, drawing on the 
experiences and skills of non-specialised 
people. | 

Governments must ensure the full and equal 
participation of women in power structures 
and decision-making at all levels. 


National accounting systems should be . 
revised to incorporate women's unpaid work. 
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Governments must commit themselves to 
developing national strategies and 
implementation plans in order to fulfil their 
responsibilities under the Human Rights 
covenants. They must regularly report on their 
progress, in particular their efforts regarding 
marginalised groups’ access to legal 
procedures. Governments which have not 
ratified the Convention on the Elimination of 
All Forms of Discrimination Against Women 
(CEDAW) should do so. Governments should 
work for the approval of the Draft Declaration 
on the Universal Rights of Indigenous Peoples 
at the United Nations. 


Recognition of and respect for ancestral 
territorial rights of indigenous peoples and 
their right to self-determination is an 
imperative in order to ensure their existence 
as peoples and cultures. Territories that are 
still colonized should likewise be accorded 
their right to sovereignty and self- 
determination. 7 


Governments must make agrarian reform the 
basis of sustainable rural economies and 
ensure access to affordable credit for the 
poor without discriminating on the basis of 
gender, race and ethnicity so that people can 
create their own employment and build their 
own communities. 


Governments should develop sustainavle 
employment programmes, in full consultation 
with trade unions and employers’ 
organisations. ; 


Governments of industrialized countries should 
reduce their countries’ disproportionately large’ 


Claim on available natural resources by 


implementing the appropriate mix of 
incentives, ecological tax reforms, regulations 
and environmental accounting systems to 
achieve sustainable production and 
consumption patterns. 


military resources to peaceful purposes. This 
‘peace dividend’ should be distributed equally 
between a_ national and a_ global 
demilitarization fund for social development. 
There should be a conversion of the military 
to a civilian economy. 


At the International Level : 
e A new partnership in South-North relations 


placing the cultures, development options and 
long-term strategies of developing countries 
first and not those of the North. 


It must be recognized that cultural diversity is 
the principal source of new strength, new 
aclors, new social systems and sustainable 
development, creating an_ alternative 
gicbalization from below. 


There should be an immediate cancellation of 
bilateral, multilateral and commercial debts of 
developing countries without the imposition of 
structural adjustment conditionality. In the 
longer term, the international community 
should institutionalize equitable terms of trade. 


Policy-based lending and the interference of 
the World Bank and IMF in the internal 
affairs of sovereign states should be 
discontinued. 


The Bretton Woods Institutions must be made 
transparent and accountable to civil society in 
both the South and North, their policies and 
programmes should be made people-centrec 
and participation of social movements and 
citizens’ organisations at all stages in the 
negotiation of agreements, project 
implementation and monitoring should be 
ensured. 


Global macro-economic policy should address 
the structure of poverty and stimulate the 
levels of real purchasing power. An alternative 
macro-economic policy will have to 


@ Southern governments should have the right meaningfully address the distribution of income 
to protect their people from the effects of and wealth, both between and within — 
deregulated and liberalised trade, especially in countries, leading to a democratization’ of 
areas of food security and domestic consumption. This policy would require curbing 
production. Moreover, they should be able to lavish luxury - goods economies and 
regulate the market and take fiscal or legal redirecting resources towards the production 
measures for the purpose of combating of essential consumer goods and social 
inequalities among their peoples. Africa should services. 
be given preferential treatment in this respect. Global production and consumption must stay 

@ Governments should commit themselves to within the limits of carrying capacity of the 


reducing military expenditure so that it dees 
not exceed spending on health care and 
education and increase the conversion of 


earth. Political regulation is mandatory in 
order to preveni the global market system 
from continuing to reward itesponsible 
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behaviour that cares nothing for the 
household, community, nation and humankind. 


Regulatory institutions and instruments cf 
governance and law. that are truly democratic 
and enforceable must be established to exhibit 
monopolistic structures and behaviour and to 
ensure that transnational corporations and 
financial institutions respect the fundamental 


rights of all peoples. In order to make this — 


possible, TNCs must be reduced in size. 
Work to complete the Code of Conduct for 
TNCs should be urgently: resumed. 


An _ international independent body and 
accountablitiy mechanisms should be set up 


to monitor, evaluate and effectively regulate 


the behaviour of transnational corporations 


and their impact on individual nations, 


communities, peoples and the environment. . 


The international community should enforce 
the application of a tax on all speculative 
foreign exchange transactions (Tobin Tax) of 
about 0.5%, the revenue of which should go 
into a global social development fund with 
adequate control mechanisms. 


Effective international machinery to promote 
renewable energy should be installed in the 
UN system. 


Regional and international organisations should 
encourage diplomacy, peaceful negotiations 
and mediation and promote institutions for 
research and training in non-violent conflict 


’ resolution. 
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in the 180 days between the Copenhagen 
Summit and Beijing Conference, we demand 


an independent investigation and audit of 
World Bank and IMF performance. In the 
aftermath of the financial collapse in Mexico, 
it is essential that the international community 
prevent future disasters that result from the 
refusal of the Bretton Woods institutions to 
depart from the agenda set by the financial 
and corporate communities, the U.S. 
Government and Northern financial ministries. 


Existing power relations do not permit the 
realization of these goals. We, representatives of 
civil society, call upon governments and political 
leaders to recognize that the existing system has 
opened the most dangerous chasm in human 
history between an affluent, overconsuming minority 
and an impoverished majority of humankind in the 
South and also, increasingly, in the North. No 
nation so dramatically divided has ever remained 
stable, no frontier or force can withstand the 
despair and resentment that a failed system is now 
actively generating. 


We do not have much time. We are at the point 
of leaving to our children a world in which we 
ourselves would not wish to live. But we do find a 
tremendous inspiration and hope in the fact that 
the global NGO community taking part int he 
Social Summit in such a massive way can forge a 
common understanding of strategy for the lasting 
improvement of humankind and nature. With shared 
responsibility, we can draw from the present crisis 
the creativity needed to make a world community 
that truly works. This is our common commitment 
as we leave the Copenhagen Summit. 
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World Summit for Social 


Development 
The Professionals and 
the Powerless : 


Whose Reality Counts ? 


- Robert Chambers 


A key challenge for the Social Summit, argues 
Robert Chambers, is to define the “problems “ and 
seek solutions from the perspective of the poor. If 
this challenge is not met, he says, we risk 
plodding along in worthy but well-worn ruts that 
lead nowhere new. ; 


We are all part of a world system that perpetuates 
poverty and deprivation. Those who are poor and 
deprived dg not wish to be poor and deprived. We 
who are well off and have power say that poverty 
and deprivation are bad, and should be reduced or 
eliminated. Yet poverty and deprivation prove 
robustly sustainable. Why ? 


The usual response is to seek answers by 
analyzing poverty and deprivation themselves. It is 
not surprising. we in power do_ not like to 
examine ourselves. To salve our consciences we 
rationalize : 


The objects of development are the poor 
anyway, not us. It is they who are the 
problem, not us. 


But poverty and deprivation are functions of 
polarization, of power and powerlessness. Any 
practical analysis has to examine the whole 
system: “us” as well as ‘them.” One of the most 
important challenges for the Social Summit, as | 
see it, is to ask the question: Whose reality 
counts? The reality of the few in the centres of 
power, or the reality of the poor, the many at the 
periphery ? 


As development professionals, our views of the 
realities of the poor, and of what should be done, 
are constructed mainly from a distance. We 
promulgate those views in the words and concepts 
we use, which then become confused with reality 
itself. In much professional discourse, for example, 
the term “poverty” has been narrowly defined for 
purpose of measurement and comparison. This 
narrow, technical definition, which | will call “income 


poverty,” has overtaken common usage. What Is 
recorded as having been measured - often low 
consumption-masquerades in speech and prose as 
a much larger reality. It is then but a short step 
to treating what has not been measured as not 
really real. Patterns of dominance are reinforced: 
of the material over the experiential; of the physical 
over the social; of the measured and measurable 
over the unmeasured and unmeasurable; of 
economics over disciplines concerned with people 
as people. 


What matters most to poor people often differs 
from what outsiders assume. Income matters, but 
sometimes less than other aspecis of life-health, 
security, self-respect, family and social life, access 
to goods and services. In the early 1980s, for 
example, N.S. Jodha asked people in two villages 
in Rajasthan, India to define their own categories 
and criteria of well-being. He then compared this 
to data he had collected some 20 years earlier. 
The 36 house-holds whose incomes had shrunk 
significantly in real terms, were, on average, better 
off, according to the criteria they had expressed 
themselves. While their real per capita income was 
less, other improvements had, in their eyes, made 
their lives better: improved housing, wearing shoes 
regularly, less dependence on patrons and 
landlords, not having to migrate in search of work. 


As this and other research shows, people’s own 
descriptions of well being and deprivation - of the 
good and bad life-tend to be multi-dimensional. in 
recent studies in Asia and sub-Saharan Africa, the 
factors cited as detracting from well-being included 
disablement, the lack of land or farming tools, 
being “poor in people” (lacking family or other 
sources of social support), and being forced to 
accept demeaning work, In contrast to the 
professional definition of poverty which tends to be 
narrow and one dimensional-the realities of the 
poor are local, complex, diverse and dynamic. 


As with poverty, so it is with the notion of — 
employment. Jobs, unemployment, workplace and 
workforce are concepts derived from the urban 
industrial experience of the North. Yet we project 
them onto the very different realities of the rural 
and agricultural. South, and of the urban informal 
sector. The majority of the world’s families cope 
by having different members of the household 
perform different tasks in different places at 
different times of the year. For the majority of the 
world's people the challenge is not one of jobs or 
employment; it is how to make their labour more 
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productive and how to gain more’ secure, 
sustainable and adequate livelihoods. 


By looking at poverty and employment from this 
vantage point, we begin to reframe the objectives 
of development. We are able to move from ideas 
about reducing income poverty to enhancing well- 
being; and from increasing employment to 
supporting sustainable’ livelihoods. Yet to identify 
and implement a truly new agenda for development 
will also require us to change: to be able to 
reverse the normal view, to see another reality, to 
soften and flatten hierarchy and to embrace a new 
professionalism. As stated in a recent vision paper 
for the Consultative Group on_ International 
Agricultural Research, written by a group chaired by 
Gordon Conway, the challenge is to “reverse the 
chain of logic, starting with the socio-economic 
demands of poor households” in order to identify 
appropriate research priorities. 


Underlying all of this is the basic right of people 
to define their own needs and to set their own 
agenda. 
powerful tools have been developed that have 
enabled poor people and communities to do just 
that. Participatory Rural Appraisals (PRA) and 
Poverty Assessments (PPA), for example,conducted 
under the auspices of the World Bank in Ghana, 
Kenya, Zambia and other countries, have helped 
people in both urban and rural areas to analyse 


In the past few years a number of. 


their own condition, express their own values and 
define their own priorities. 


But to carry these priorities forward will demand 
deep changes in the way we development 
professionals think and behave. At- the most 
obvious personal level, this will involve looking at 
the concepts we use, the language we employ and 
the actions we take or neglect to take. While we 
have been quick to grasp the potential of concepts 
such as “participation,” “ownership” and 
“empowerment,” we have been: slower to recognize 
the changes these concepts demand of us. We 
have failed to understand that participation by them 
means non-ownership by us. Empowerment for 
them means disempowerment for us. 


Much of the challenge has to-do with bbth power 
and ownership. It requires giving up Wehaviours 
that reinforce the dominance of the North, and of 
whatever is industrial, capital-intensive and 
“sophisticated.” It demands handing over the 
initiative to others, enabling them to do more and 
to do it in their own way. 


If the poor and weak are not to see the Social 


-Summit as a celebration of hypocrisy - signifying 


sustainable privilege for us, not sustainable well 
being for them - the key is to enable them to 
express their reality, to put that reality first, and to 
make it count. 
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version of this essay was first presented by Mr. Chambers in July 1994 at a UNDP-sponsored round 
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“Change:Social Contlict or Harmony” in Stockholm. 


It is available on the Internet 
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Excerpts from Beijing Declaration and 
Platform For Action adopted by the 
Fourth World Conference of Women : 


Action for Eualitity, Development and Peace 
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Beijing, 15 September 1995 


We, the Governments, participating in the 
Fourth World Conference on Women, 


Gathered here in Beijing, in September 1995, 
the year of the fiftieth anniversary of the 
founding of the United Nations, 


Determined to advance the goals of equality, 
development and peace for all women 
everywhere in the interest of all humanity, 


Acknowledging the voices of all women 
everywhere and taking note of the diversity of 
women and their roles and circumstances, 
honouring the women who paved the way 
and inspired by the hope present in the 
world’s youth, 


Recognize that the status of women has 
advanced in some important respects in the 
past decade but that progress has been 
uneven, inequalities between women and men 
have persisted and major obstacles remain, 
with serious consequences for the well-being 
of all people. 


Also recognize that this. situation is 
exacerbated by the increasing poverty that is 
affecting the lives of the majority of the 
world’s people, in particular. women and 
children, with origins in both the national and 
international domains, 


Dedicate ourselves unreservedly to addressing 
these constraints and obstacles and thus 
enhancing further the advancement and 
empowerment of women all over the world, 
and agree that this requires urgent action in 
the spirit of determination, hope, cooperation 
and solidarity, now and to Carry us forward 
into the next century. 


reaffirm our commitment to 


The equal rights and inherent human dignity 
of women and men and other Purposes and 
principles enshrined in the Charter of the 
United Nations, to the Universal Declaration 
of Human Rights and other international 
human rights instruments, in particular the 


10. 
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Convention on the Elimination of All Forms of 
Discrimination against women and the 
Convention on the Rights of the Child, as 
well as the Declaration on the Elimination of 
Violence against women and the Dedciaration 
on the Right to Development; 


Ensure the full implementation of the human 
rights of women and of the girl child as an- 
inalienable, integral and indivisible part of all 
human rights and fundamental freedoms; 


Build on consensus and progress made at 
previous United Nations conferences and 
summits on women in Nairobi in 1985, on 
children in New York in 1990, on environment 
and development in Rio de Janeiro in 1992, 
on human rights in Vienna in 1993, on 
population and development in Cairo in 1994 
and on social development in Copenhagen in 
1995 with the objectives of achieving equality, 
development and peace; 


Achieve the full and effective implementation 
of the Nairobi Forward looking Strategies for 
the Advancement of Women; 


The empowerment and advancement of 
women, including the right to freedom of 
thought, conscience, religion and belief, thus 
contributing to the moral, ethical, spiritual and 
intellectual needs of women and men, 
individually or in cornmunity with others and 
thereby guaranteeing them the possibility of 
realizing their full potential in society and 
shaping their lives in accordance with their 
own aspirations. 


We are convinced that 


13. 


14. 
15. 


16. 


Women’s empowerment and their full 
participation on the basis of equality in all 
spheres of society, including participation in 
the decision-making process and access to 
power, are fundamental for the achievement 
of equality, development and peace; 


Women’s rights are human rights: 


Equal rights, opportunities and access to 
resources, equal sharing of responsibilities for 
the family by men and women, and a 
harmonious partnership between them are 
Critical to their well-being and that of their 
families as well as to the consolidation of 
democracy; 


Eradication of poverty based on sustained 
economic growth, social development, 
environmental protection and social justice 
requires the involvement. of women in 
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18. 


19. 


20. 


21. The implementation of the Platform for Action pepacis. 
requires commitment from Governments and 29. Prevent and eliminate all forms of violence 
the international community. By making against women and girls; 
aero pet rats poveaiebes pemgentnanta ctor 30. Ensure equal access to and equal treatment 
Behan. uinchud ago as lesa at ne of women and men in education and health 
Conference, Governments and the international Ser éiand“enhance “~worieeieeeantsand 
Been muinily” TOCOON A EES aa esr ros take’ Priorny reproductive health as well as education; 
action for the empowerment and‘ advancement 
of women. 31. Promote and protect all human rights of 

women and girls; 

oe er: 32. Intensify efforts to ensure equal enjoyment of 

22. Intensify efforts and actions to achieve the all human rights and fundamental freedoms 
goals of the Nairobi Forward-looking for all women and girls who face multiple 
Strategies for the Advancement of Women by barriers to their empowerment and 
the end of this century, advancement because of such factors as their 

23. Ensure the full enjoyment by women and the race, age, language, ethnicity, culture, religion, 
girl child of all human rights and fundamental or disability, or because they are indigenous. 
freedoms, and take effective action against people; 
yiolations of theseqrights,and: freedoms: 33. Ensure respect for international law, including 

24. Take all necessary measures to eliminate all humanitarian law, in order to protect women 
forms of discrimination against ian he and girls in particular; 

ove all obstacles to | 
oe, er cavality, aie advancement and 34. Develop the fullest potential of girls and 
ithe * : ) women of all ages, ensure their full and 
empowerment of women, | 
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economic and social development and equal 
Opportunities and the full and equal 
participation of women and men as agents 
and beneficiaries of people centred 
Sustainable development; 


The explicit recognition and reaffirmation of 
the right of al women to control all aspects 
of their health, in particular their own fertility, 
is basic to their empowerment; 


Local, national, regional and global peace is 
attainable and is inextricably linked with the 
advancement of women, who are a 
fundamental force for leadership, conflict 
resolution and the promotion of lasting peace 
at all levels; 


It is essential to design, implement and. 


monitor, with the full participation of women, 
effective, efficient and mutually reinforcing 
gender-sensitive policies and programmes, 
including development policies and 
programmes, at all levels that will foster the 
empowerment and advancement of women; 


The participation and contribution of all actors 
of civil society, particularly women’s groups 
and networks and other non-governmental 
organizations and community-based 
organizations, with full respect for their 
autonomy, in cooperation with Governments, 
are important to the effective implementation 
and follow-up of the Platform for Action; 


25. 


26. 


27. 


28. 


Beijing Declaration 


Encourage men to participate fully in all 
actions towards equality; 


Promote women’s economic independence, 
including employment, and eradicate the 
persistent and increasing burden of poverty of 
women by addressing the structural cause of 
poverty through changes in economic 
structures, ensuring equal access for all 
women, including those in rural areas, as 
vital development agents, to productive 
resources, opportunities and public services; 


Promote people-centred sustainable 
development, including sustained economic 
growth through the provision of basic 
education, life-long education, literacy and 
training; and primary health care for girls and 
women; 


Take positive steps to ensure peace for the 
advancement of women and, recognizing the 
leading role that women have played in the 


peace movement, work actively towards 


general and complete disarmament under 
strict and effective international control, and 
support negotiations on the conclusion, without 
delay, of a universal and multilaterally and 
effectively verifiable comprehensive nuclear- - 
test-ban treaty which contributes to nuclear 
disarmament and the prevention of the 


- proliferation of nuclear weapons in all its 
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equal participation in building a better world 
for all and enhance their role in the 
development process. 


We are determined to: 


35. 


36. 


Ensure women's equal access to economic 
resources including land, credit, science and 
technology, vocational training, information, 
communication and markets, as a means to 
further the advancement and empowerment of 
women and girls, including through the 
enhancement of their capacities to enjoy the 
benefits of equal access to these resources, 
inter alia, by means of _ international 
cooperation; 

Ensure the success of the Platform for Action 
which will require a strong commitment on 
the part of Governments, international 
organization and institutions at all levels. We 
are deepiy convinced that economic 
development, social development and 
environmental protection are interdependent 
and mutually reinforcing components of 
sustainable development, which is the 
framework for our efforts to achieve a hichs. 
quality of life for all people. Equitable social 
development that recognizes empowering the 
poor, particularly women living in poverty, to 
utilize environmental resources sustainably is 
a necessary foundation for sustainable 
development. We also recognize that broad- 
based and sustained economic growth in the 
context of sustainable development is 
necessary to sustain social development and 
social justice. The success of the Platform for 


37. 


38. 


Action will also require adequate mobilization 
of resources at the national and international 
levels as well as new and additional 
resources to the developing countries from all 
available funding mechanisms, including 
multilateral, bilateral and. private sources for | 
the advancement of women; financial 
resources to strengthen the capacity of 
national, sub regional, regional and 
international institutions; a commitment to 
equal rights, equal responsibilities and equal 
opportunities and to the equal participation of 
women and men in all national, regional and 
international bodies and _ policy-making 
processes; the establishment or strengthening 
of mechanisms at all levels for accountability 
to the world’s women; 


Ensure also the success of the Platform for 
Action in countries with economies in 
transition, which will require continued in 
national cooperation and assistance; 


We hereby adopt and commit ourselves as 
Governments to implement the following 
Platform for Action, ensuring that a gender 
perspective is reflected in all our policies and 
programmes. We urge the Untied Nations 
system, regional and international financial 


institutions, other relevant regional and 


international institutions and all women and 
men, as well as non-governmental 
organizations, with full respect for their 
autonomy, and all sectors of civil society, in 
cooperation with Governmenis, to fully commit 
themselves and_ contribute to the 
implementation of this Platform for Action. 
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Women and the economy 


There are considerable differences in women’s and 
men’s access to and opportunities to exert power 
over economic structures in their societies. In most 
parts of the world, women are virtually absent from 
or are poorly represented in economic decision- 
making, including the formulation of financial, 
monetary, commercial and other economic policies, 
as well as tax systems and rules governing pay. 
Since it is often within the framework of such 
policies that individual men and women make their 
decisions, inter alia, on how to divide their time 


between remunerated and unremunerated work, the — 


actual development of these economic structures 
and policies has a direct impact of women’s and 
men’s access to economic resources, their 
economic power and consequently the extent of 
equality between them at the individual and family 
levels as well as in society as a whole. 


in many regions, women's participation in 
remunerated work in the formal and non-formal 
labour market has increased significantly and has 
changed during the past decade. While women 
continue to work in agriculture and fisheries, they 
have also become increasingly involved in micro, 
small and medium-sized enterprises and, in some 
cases, have become more dominant in the 
expanding informal sector. Due to, inter alia, difficult 
economic situations and a lack of bargaining power 
resulting from gender inequality, many women have 
‘been forced to accept low pay and poor working 
conditions and thus have often become preferred 
workers. On the other hand, women have entered 
the workforce increasingly by choice when they 
have become aware of and have demanded their 
rights. Some have succeeded in entering and 
advancing in the work place and improving their 
pay and working conditions. However, women have 
been particularly affected by the economic situation 
and restructuring processes, which have changed 
the nature of employment and, in some cases, 
have led to a.loss of jobs, even for professional 
and skilled women. In addition, many women have 
entered the informal sector: due to the lack of 
other opportunities. Women’s participation and 
gender concerns are still largely absent from and 
should be integrated in the policy formulation 
process of the multilateral institutions that define 
the terms and, in cooperation with Governments, 
set the goals of structural adjustment programmes, 
loans and grants. 


Discrimination in education and training, hiring and 
remuneration, promotion and horizontal mobility 
practices, as well as inflexible working conditions, 
lack of access to productive resources and 
inadequate sharing of family responsibilities, 
combined with a lack of or insufficient services 
such as child care continue to restrict employment, 
economic, professional and other opportunities and 
mobility for women and make their involvement 
stressful. Moreover, attitudinal obstacles inhibit 
women's participation in developing economic policy 
and in some regions restrict the access of women 
and girls to education and training for economic 
management. | 


Women’s share in the labour force continues to 
rise and almost everywhere women are working 
more outside the household, although there has not 
been a parallel lightening of responsibility for 
unremunerated work in the household and 
community. Women’s income is becoming 
increasingly necessary to households of all types. 
In some regions, there has been a growth in 
women’s entrepreneurship and other self-reliant 
activities, particularly in the informal sector. In many 
countries, women are the majority of workers in 
non-standard work, such as temporary, casual, 
multiple part-time, contract and home-based 
employment. 


Women migrant workers, including domestic 
workers, contribute to the economy of the sending 
country through their remittances and also to the 
economy of the receiving country through their 
participation in the labour force. Migrant women do, 
however, in many receiving countries, experience 
higher levels of unemployment compared with both 
non-migrant workers and male migrant workers. 


Insufficient attention to gender analysis has meant 
that women’s contributions and concerns remain too 
often ignored in economic structures, such as 
financial markets and institutions, labour markets, 
economics as an academic discipline, economic and 
social infrastructure, taxation and social security 
system, as well as in families and households. As 
a result, many policies and programmes may 
continue to contribute to inequalities between 
women and men. Where progress has been made 
in integrating gender perspectives, programme and 
policy effectiveness has also been enhanced. 


Although many women have advanced in economic 
structures, for the majority of women, particularly 
those who face additional barriers, continuing 
obstacles have hindered women’s ability to achieve 
economic autonomy and to ensure sustainable 
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livelihoods for themselves and their dependents. 
Women are active in a variety of economic areas, 
which they often combine, ranging from wage 
labour and subsistence farming and fishing to the 
informal sector. However, legal and customary 
barriers to ownership of or access to land, natural 
resources, capital, credit, technology and other 
means of production, as well as wage differentials, 
contribute to impeding the economic progress of 
women. Women contribute to development not only 
through remunerated work but aiso through a great 
deal of unremunerated work. On the one hand, 
women participate in the production of goods and 
services for the market and household consumption, 
in agriculture, food production or family enterprises. 
Though included in the Untied Nations System of 
National Accounts and in international standards for 
labour statistics, this unremunerated work 
particularly that related toe agriculture is often 
undervalued and under-recorded. On the other 
hand, women still also perform the great majority 
of unremunerated domestic work and community 
work, such as caring for children and older 
persons, preparing food for the family, protecting 
the environment and providing voluntary assistance 
to vulnerable and disadvantaged individuals and 
groups. This work is often not measured in 
quantitative terms and is not valued in national 
accounts. Women’s contribution to development is 
seriously underestimated, and thus its social 
recognition is limited. The full visibility of the type, 
extent and distribution of this unremunerated work 
will also contribute to a better sharing of 
responsibilities. 


Although some new employment opportunities have 
been created for women as a result of the 
globalization of the economy, there are also trends 
that have exacerbated inequalities between women 
and men. At the same time, globalization, including 
economic integration, can create pressures on the 
employment situation of women to adjust to new 
circumstances and to find new sources of 
employment as patterns of trade change. More 
analysis needs to be done of the impact of 
globalization on women’s economic status. 


These trends have been characterized by low 
wages, little or no labour standards protection, poor 
working conditions, particularly with regard to 
women’s occupational health and safety, low skill 
levels, and a lack of job security and social 
security, in both the formal and informal sectors. 
Women’s unemployment is a serious and increasing 
problem in many countries and sectors. Young 
workers in the informal and rural sectors and 
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migrant female workers remain the least protected 
by labour and immigration laws. Women, particularly 
those who are heads.of households with young 
children, are limited in their employment 
opportunities for reasons that include inflexible 
working conditions and inadequate sharing, by men 
and by society, of family responsibilities. 


In countries that are undergoing fundamental 
political, economic and social transformation, the 
skills of women, if better utilized, could constitute 
a major contribution to the economic life of their 
respective countries. Their input should continue to 
be developed and supported and their potential 
further realized. 


Lack of employment in the private sector and 
reduction in public services and public service jobs 
have affected women disproportionately. In some 
countries, women take on more unpaid work, such 
as the care of children and those who are ill or 


‘elderly, compensating for lost household income, 


particularly when public services are not available. 
In many cases, employment creation strategies 
have paid insufficient attention to occupations and 
sectors where women predominate; nor have they 
adequately promoted the access of women to 
those occupations and sectors that are tradionally 
male. 


For those women in paid work, many experience 
obstacles that prevent them from achieving their 
potential. WHile some are increasingly found in 
levels of management, attitudinal 
discrimination often prevents them from being 
promoted further. The experience of sexual 
harassment is an affront to a worker's dignity and 
prevents women from making a contribution 
commensurate with their abilities. The lack of a 
family-friendly work environment, including a lack of 
appropriate and affordable child care, and inflexible 
working hours further prevent women from 
achieving their full potential. 


In the private sector including transnational and 
national enterprises, women are largely absent from 
management and policy levels, denoting 
discriminatory hiring and promotion policies and 
practices. The unfavourable work environment as 
well as the limited number of employment 
opportunities available have led many women to 
seek alternatives. Women have increasingly become 
self-employed and owners and managers of micro, 
small and medium-scale enterprises. The expansion 
of the informal sector, in many countries, and of 
self-organized and independent enterprises is in 
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large part due to women, whose collaborative, self- 
help and traditional practices and initiatives in 
production and trade represent a vital economic 
resource. When they gain access to and control 
over capital, credit and other resources, technology 
and training, women can increase production, 
marketing and income for sustainable development. 


Taking into account the fact that continuing 
inequalities and noticeable progress coexists, 
rethinking employment policies is necessary in order 
to integrate the gender perspective and to draw 
attention to a wider range of opportunities as well 
as to address any negative gender implications of 
current patterns of work and employment. To 
realize fully equality between women an d men in 
their contribution to the economy, active efforts are 
required for equal recognition and appreciation of 
the influence that the work, experience, knowledge 
and values of both women and men have in 
society. 


In’ addressing the economic potential and 
independence of women, Governments and other 
actors should promote an active and visible policy 
of mainstreaming a- gender perspective in all 
policies and programmes so that before decisions 
are taken, an analysis is made of the effects on 
women and men, respectively. 


‘Strategic objective F.1. 


Promote women’s’ economic rights and 
independence, including access to employment and 
appropriate working conditions and control over 
economic resources. 


Actions to be taken 
By Governments: 


(a) Enact and enforce legisiation to guarantee the 
rights of women and men to equal pay for 
equal work or work of equal value; 


(b) Adopt and implement laws against 
discrimination based on sex in the labour 
market, especially considering older women 
workers, hiring and promotion, the extension 
of employment benefits and social security, 
and working conditions; 


(c) Eliminate discriminatory practices by employers 
and take appropriate measures’ in 
consideration of women’s reproductive role 
and functions, such as the denial of 
employment and dismissal due to pregnancy 
or breast-feeding, or requiring proof of 
contraceptive use, and take effective 
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(d) 


(e) 


(f) 


(9) 


(i) 


(j) 


(k) 


(!) 


(m) 


measures to ensure that pregnant women, 
women on maternity leave or women re- 
entering the labour market after childbearing 
are not discriminated against; 


Devise mechanisms and take positive action 
to enable women to gain access to full and 
equal participation in the formulation of 
policies and definition of structures through 
such bodies commissions, economic research 
institututes and other key agencies, as well 
as through their participation in appropriate 
international bodies; 


Undertake legislation and administrative 
reforms to give women equal rights with men 
to economic resources, including access to 
ownership and control over land and other 
properties, credit, inheritance, natural 
resources, and appropriate new technology; 


Conduct reviews of national income and 
inheritance tax and social security systems to 
eliminate any existing bias against women; 


Seek to develop a more comprehensive 
knowledge of work and employment through, 
inter alia, efforts to measure and better 
understand the type, extent and distribution of 
unremunerated work, particularly work in 
caring for dependants and unremunerated 
work done for family farms or businesses, 
and encourage the sharing and dissemination 
of information on studies and experience in 
this field, including the development of 
methods for assessing its value in quantitative 
terms, for possible election in accounts that 
may be produced separately from, but 
consistent with, core national accounts; 


Review and amend laws governing the 
operation of financial institutions to ensure 
that they provide services to women and men 
on an equal basis; 


Facilitate, at appropriate levels, more open 
and transparent budget processes; 


Revise and implement national policies that 
support the traditional savings, credit and 
lending mechanisms for women; 


Seek to ensure that national policies related 
to international and regional trade agreements 
do not adversely impact women’s new and 
traditional economic activities; 

Ensure that ail corporations, including 
transnational corporations, comply with national 
laws and codes, social security regulations, 
applicable ~ international agreements, 
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instruments and conventions, including those 
related to the environment, and other relevant 
laws; 

Adjust employment policies to facilitate 
the restructing of work patterns in order 
to promote the sharing of family 
responsibilities; 


Establish mechanisms and other forums to | 


enable women entrepreneurs and women 
workers to contribute to the formulation of 
policies and programmes being developed by 
economic ministries and financial institutions; 


Enact and enforce equal opportunity law, take 
positive action and ensure compliance by the 
public and private sectors through various 


(s) 


means, 


Use gender-impact analysis in the 
development of macro and micro-economic 
and social policies in order to monitor such 
impact and restructure policies in cases 
where harmful impact occurs; 


Promote gender-sensitive policies and 
measures to empower women as equal 
partners with men in technical, managerial 
and entrepreneurial fields; © 


Reform laws or enact national policies that 
support the establishment of labour laws to 
ensure the protection of all women workers, 
including safe work practices, the right to 
organize and access to justice. 
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The Girl Child 


The Convention on the Rights of the Child 
recognizes that “States Parties shall respect and 
ensure the rights set forth in the present 
Convention to each child within their jurisdiction 
without discrimination of any kind, irrespective of 
the child’s or his or her parent’s or legal guardian's 
race, colour, sex, language, religion, political or 
other opinion, national, ethnic or social origin, 
property, disability, birth or status” (article 2, para 
1). However, in many countries available indicators 
show that the girl child is discriminated against 


from the earliest stages of life, through her - 


childhood and into adulthood. In some areas of the 
world, men outnumber women by 5 in every 100. 
The reasons for the discrepancy include, among 
other things, harmful attitudes and practices, such 
as female genital mutilation, son preference which 
results in female infanticide and prenatal sex 
selection - early marriage, including child marriage, 
violence against women, sexual exploitation, sexual 
abuse, discrimination against girls in food allocation 
and other practices related to health and well-being. 
As a result, fewer girls than boys survive into 
adulthood. 


Girls are often treated as inferior and are 
socialized to put themselves last, thus undermining 
their self-esteem. Discrimination and neglect in 


childhood can initiate a lifelong downward spiral of 


deprivation and exclusion from the social 
mainstream. Initiatives should be taken to prepare 
girls to participate activity, effectively and equally 
with boys at all levels of social, economic, political 
and cultural leadership. 


Gender-biased educational processes, including 
curricula, educational materials and practices, 
teacher’s attitudes and classroom interaction, 
reinforce existing gender inequalities. 


Girls and adolescents may receive a variety of 
conflicting and confusing messages on their gender 
roles from their parents, teachers, peers and the 
media. Women and men need to work together 
with children and youth to break down persistent 
gender stereotypes, taking into account the rights 
of the child and the responsibilities, rights and 
duties of parents as stated in paragraph 267. 


Although the number of educated children has 
grown in the past 20 years in some countries, 


boys have proportionately fared much better than 
girls. In 1990, 130 million children had no access 
to primary school; of these, 81 million were girls. 
This can be attributed to such factors as 
customary attitudes, child labour, child labour, early 


Marriages, lack of funds and lack of adequate 


schooling facilities, teenage pregnancies and gender 
inequalities in society at large as well as in the 
family as described in paragraph 30. In some 
countries the shortage of women teachers can 
inhibit the enrolment of girls. In many cases, girls 
start to undertake heavy domestic chores at a very 
early age and are expected to manage both 
educational and domestic responsibilities, often 
resulting in poor scholastic performance and an 
early drop-out from schooling. 


The percentage of girls enrolled in secondary 
school remains significantly low in many countries. 
Girls are often not encouraged or given the 
opportunity to pursue scientific and technological 
training and education, which limits the knowledge 
they require for their daily lives and their 
employment opportunities. 


Girls are less encouraged than boys to participate 
in and learn about the social, economic and 
political functioning of society, with the result that 
they are not offered the same opportunities as 
boys to take part in decision-making processes. 


Existing discrimination against the girl child in her 
access to nutrition and physical and mental health 
services endangers her current and future health. 
An estimated 450 million adult women in developing 
countries are stunted as a result of childhood 
protein-energy malnutrition. 


The International Conference on Population and 
Development recognized, in paragraph 7.3 of the 
Programme of Action, 13/ that “full attention should 
be given to the promotion of mutually respectful 
and equitable gender relations and particularly to 
meeting the educational and service needs of 
adolescents to enable them to deal in a positive 
and responsible way with their sexuality”, taking 
into account the rights of the child to access to 
information, privacy, confidentiality, respect and 
informed consent, as well as the responsibilities, 
rights and duties of parents and legal guardians to 


provide, in a manner consistent with the evolving 


capacities of the child, appropriate direction and 
guidance in the exercise by the child of the rights 
recognized in the Convention on the Rights of the 
child, and in conformity with the Convention on the 
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Elimination of ‘All Forms of Discrimination against 
Women. In all actions concerning children, the best 
interests of the child shall be a_ primary 
consideration. Support should be given to integral 
sexual education for young people with parental 
support and guidance that stresses the 
responsibility of males for their own sexuality and 
fertility and that help them exercise their 
responsibilities. 


More than 15 million girls aged 15 to 19 give birth 
each year. Motherhood at a very young age entails 
complications during pregnancy and delivery and a 
risk of maternal death that is much greater than 
average. The children of young mothers have 
higher levels of morbidity and mortality. Early child- 
bearing continues to be an impediment to 
improvements in the educational, economic and 
social status of women in all parts of the world. 
Overall, early marriage and early motherhood can 
severely curtail educational and employment 
opportunities and are likely to have a long-term 
- adverse impact on their and their children’s quality 
of life. 


Sexual violence and_ sexually transmitted 
diseases, including HIV/AIDS, have a devastating 
effect on children’s health, and girls are more 
vulnerable than boys to the consequences of 
unprotected and premature sexual relations. Girls 
often face pressures to engage in sexual activity. 
Due to such factors as their youth, social 
pressures, lack of protective laws, or failure to 
enforce laws, girls are more vulnerable to all kinds 
of violence, particularly sexual violence, including 
rape, sexual abuse, sexual exploitation, trafficking, 
possibly the sale of their organs and tissues, and 
forced labour. 


The girl child with disabilities faces additional 
barriers and needs to be ensured non-discrimination 
and equal enjoyment of all human rights 
and fundamental freedoms in accordance with 
the United Nations Standard Rules on the 
Equalitization of Opportunities for Persons with 
Disabilities. 


Some children are particularly vulnerable, especially 
the abandoned, homeless and displaced, street 
children, children in areas in conflict, and children 
who are discriminated against because they belong 
to an ethnic or racial minority group. 


All barriers must therefore be eliminated to enable 
girls without exception to develop their full potential 
and skills through equal access to education and 


training, nutrition, physical and mental health care 


and related information. 


In addressing issues concerning children and 
youth, Governments should promote an active 
and visible policy of mainstreaming a gender 
perspective into all policies and programmes 
so that before decisions are taken, an analysis 
is made of the effects on girls and boys 
respectively. 


Strategic objective L. 1. Eliminate all forms 
of discrimination against the girl child 


Actions to be taken 
By Governments: 


(a) By States that have not signed or ratified 
the Convention on the Rights of the Child, 
take urgent measures towards signing and 
ratifying the Convention, bearing in mind the 
strong exhortation made at the World 
Conference on Human Rights to sign it 
before the end of 1995, and by States that 
have signed and ratified the Convention, 
ensure its full implementation through the 
adoption of all necessary legislative, 
administrative and other measures and by 
fostering an enabling environment that 
encourages full respect for the rights of 
children; 


(b) Consistent with article 7 of the Convention 
on the Rights of the child, take measures 
to ensure that a child is registered 
immediately after birth and has the right from 
birth to a name, the right to acquire a 
nationality and, as far as possible, the right 
to know and be cared for by his or her 
parents; 


(c) Take steps to ensure that children receive 
appropriate financial support from their 
parents, by, among other measures, enforcing 
child-support laws; 


(d) Eliminate the injustice and obstacles in 
relation to inheritance faced by the girl child 
so that all children may enjoy their rights 
without discrimination, by, inter alia, enacting, 
as appropriate, and enforcing legislation that 
guarantees equal right to succession and 
ensures equal right to inherit, regardiess of 
the sex of the child; 


(e) Enact and strictly enforce laws to ensure that 
marriage is only entered into with the free’ 
and full consent of the intending spouses. In 
addition, enact and strictly enforce laws 
concerning the minimum legal age of consent 
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By Governments and international and non: 
governmental organizations: 


(f) 


(9). 
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and the minimum age for marriage and raise 
the minimum age for marriage where 
necessary; 


Develop and implement comprehensive 
policies, plans of action and programmes for 
the survival, protection, development and 
advancement of the girl chiid to promote and 
protect the full enjoyment of her human rights 
and to ensure equal opportunities for girls; 
these plans should form an integral part of 
the total development process; 


Ensure the disaggregation by sex and age of 
all data related to children in the health, 
education and other sectors in order to 
include a gender perspective in planning, 
implementation and monitoring of such 
programmes. 


(a) 


(b) 


Disaggregate information and data on. children 
by sex and age, undertake research on the 
situation of girls and integrate, as appropriate, 
the results in the formulation of policies, 
programmes and decision-making for the 
advancement of the girl child; 


Generate social support for the eniorcement 
of laws on the minimum legal age for 
marriage, in particular by providing educational 
opportunities for girls. 


Strategic objective L.2. Eliminate negative 


cultural 
giris. 


attitudes and practices against . 
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Some Thoughts on Development and Sustainable Development 


Some Thoughts on 


Development and 
Sustainable Development 


- Kamla Bhasin 


[A talk given at a workshop for grass root level 
women activists organized by Action for World 
Solidarity in August 1991] 


These days many people are talking about 


alternative development. The word ‘alternative’ 


means - another way, something different. So many 
of us are thinking about alternative development 
because we are dissatisfied with what is usually 
called development because of some very serious 
problems with the present notion of development. | 
will first talk about some of these problems as | 
understand them, then try to outline the main 
characteristics of sustainable development, again as 
| have understood them and finally speak about 
what you and | can do to promote sustainable 
development or sustainable life-styles. These are 
ideas | have picked up from discussions with 
friends or from different writings. These ideas need 
‘much more discussions and refinement. They have 
to be concretised by different groups according to 
their own specific conditions. 


Some problems with mainstream development 


1. The main model of development followed by 
our countries has focussed on production of goods; 
it has been obsessed with material aspects, with 
economics, at the cost of all other aspects of life. 
This is why GNP is the main criteria for judging a 
country’s development, people’s well being. And 
GNP is calculated by anything that is produced 
‘and sold in the market. Liquor production, weapons 
production, pornography - all these go into the 
calculation of GNP. Can the number of weapons a 
country produces be a measure of its well being? 


Profit is the main God in this model of 
development; profit based on the so called “free 
market” and “free trade” principles. But actually the 
market and trade are neither free nor fare. The 
weak and small always lose out to the strong and 


big. 


Limitless and ever-rising consumption levels for 
those who can pay for it is another aspect of this 
obsession with things. Ever higher rates of growth, 
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ever more greed has become the rationale for 
existence. 


The present industrial mode of production depends 
upon the use of “non-renewable” energy sources, 
such as petrochemicals, thermal, nuclear and 
hydraulic energy, all of which are expensive, 
polluting and not accessible to all. This 
development has led to urbanisation and 
exploitation of the rural areas and people by urban 
centres and people. 


The problem however is that, inspite of its 
obsession with production large numbers of people 
are still hungry, malnourished and under-clothed. For 
example, inspite of continuous rise in production in 
India, 17% people are severely malnourished, 40% 
moderately malnourished. According to one 
estimate, because of continued malnourishment, the 
average height of people has gone down in some 
rural areas. 40,000 children become blind every 
year in India because of Vitamin A deficiency. This 
shows how socially unjust the growth in GNP has 
been. The rich are squandering the limited 
resources of the world while the poor do not have 
enough to survive in this system. 


It is being increasingly recognized that the systems 
has : 


@ exploited nature and people 
@ it has increased disparities at all levels 


e it has created hierarchies of all kinds- 
hierarchies in nations, peoples,cultures, 
sexes etc. 


e it has ied to rigid and harmful 
specialisitation and compartmentalisation 
making it difficult to look at phenomenon 
holistically and ecologically 


e it has created dualities and hierarchies 
between culture and nature, mind and 
matter, rational and emotional, objective 
and subjective etc. — 


In this development, higher values like ethics, 
morality, justice have been forgotten or relegated to 
the area of the personal or religious life. Public life 
is purely for the pursuit of profit and power. 


2. Modern science considered man to be 
supreme, over and above nature, not part of 
nature. This same attitude has been the basis of 
our development models. This has not only led to 
the marginalisation of nature but marginalisation 
of the principles of nature leading to ecological 


319 


Alternatives to Poverty — The Right to Development 


nesta a 


disasters, environmental destruction. Nature is 
considered a non-living thing, a resource, a 
constant supplier of raw materials and an absorber 
of wastes, not a living system. Nature has also 
been perceived as passive. Consequently nature 
has been plundered - forests have been cut, land, 
water, air have been poisoned by too much use of 
pesticides, fertilisers; rivers and seas have been 
poisoned by factory effluents, oil tankers and all 
sorts of poisonous gases. Unnatural life styles have 
developed very dangerous chemical-intensive 
systems of agriculture and health. 


This killing of nature affects the poor and 
specially, poor rural women much more. If 
forests disappear, she is the one who has to walk 
longer to get water, fodder and fuel. The men in 
her family are forced to leave the villages to go to 
cities in search of jobs. She becomes the head of 
the household, the sole care-taker. These very 
processes sometimes push her into prostitution. 
When there is nothing else to sell, the poor sell 
their bodies. It is becoming obvious that this kind 
of development based on greed and injustice is 
unsustainable. The life support systems of tribals, 
peasants are disappearing. People’s resources like 
common land, forests, water have been becoming 
profit hunting grounds for industry, loggers etc. 


3. This present form of development has also 
marginalised women, disempowered them. 
Women were at the centre of things when 
households were the centre of production, centres 
of health care. Women developed and possessed 
knowledge and skills in agriculture, animal 
husbandry, crafts, medicine. When all these 
activities were commercialised and industrialised 
women lost out. Their knowledge was declared 
traditional therefore unscientific and redundant. As 
production moved out of the family they lost control 
over production and subsequently also lost control 
over decision making and power. The introduction 
of cash crops instead of food crops often meant 
that women did the work but men took the cash. 
Food crops fed families but crops which produce 
cash do not necessarily feed families. Cash can be 
and is often squandered by men on non-essentials. 
The present model of development has 
strengthened patriarchal ideology and system. 
Women continue to lose out in this system. They 
continue to be pushed into the least paid jobs, 
they are at the bottom of all hierarchies. They 
continue to carry double burden of work. Violence 
against women is systemic. Women’s bodies are 
forever on sale - in media and in real life. 
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4. Another problem with development today 
is that it follows what has been called the 
Dominator Model. The urge is to dominate, 
to control. Competition rather than cooperation 
has been seen as the main force for change. This 
thrust for power has led to centralisation of 
resources and decision-making power. Originally 
more people controlled local resources, but slowly 
you find fewer and fewer people controlling more 
and more resources. Decision-making power is 
also getting more and more centralized. Instead 
of decisions being made at the village level they 
are being made at the district level or country level 
or made by international organizations or 
multinational corporations in some other country. 
This leads to lop-sided development, like coca cola 
being available in countries where people do not. 
have safe drinking water. Everyone knows that 
drinks like coca cola are not only not essential but 
they are harmful but there is no ban on them. 
They are produced for profit. The money which a 
poor person spends first goes to the Indian 
counterparts and then to the US. Similarly big 
companies come and exploit forests, mines, seas. 
The local people whose lives depend on these 
resources have no say. They becorne the victims 
of ‘development’. Their share in the profits is either 
nil or marginal. They lose control over their own 
resources. They become less and less 
autonomous. What happens to poor people also 
happens to poor countries; they also lose their 
independence and autonomy - economically, 
politically and culturally. In this top down system, 
money, resources and power flow from the 


weaker to the stronger, from the poor to the 


rich. Within the family women lose control, rural 
areas are exploited by the urban centres and poor 
countries subsidise the affluence of the rich 
nations. 


5. If you want to control people and their 
resources you need ways to control and coerce; 
therefore militarisation becomes essential. Huge 
amounts of resources are spent to develop 
systems to control people. Landlords have their 
personal armies to control labour, industrialists have 
their methods to coerce and control. We have 
seen the growth of armies, police, weapons all 
around us. Billions of dollars are spent even by 
poor countries on armies, police and arsenals. The 
problem is not just with the money and resources 
which are wasted but with the thinking that you 
have to control people with coercive State power, 
and the bigger and richer the State, the more the 


power. So the US has, the largest killing power. 
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We saw how all the rich countries showed their 
power in the recent Gulf War. In South Asia, it is 
India which is seen as the Big Brother who wants 
to control the neighboring countries. The principle 
- big fish swallow small fish - is operating every 
where - in politics, economics, culture. 


While 60% of the world’s population lives in 
poverty, two million dollars are spent on weapons 
every minute. Militarisation as a principle of 
violence or control is closely connected to 


patriarchy and male violence. It is linked to the’ 


violence in the family. The two go together. We 
see violence all around us now, in different shapes. 
Wars are made to keep weapon factories going. 
Again the reason is profit for some. Profit is 
considered more impojtant than life. What is worse: 
and more dangerous is that as a result peoples 
minds have been brutalised, militarised, they have 
-been so shaped that they can throw bombs on 


cities,. kill’ innocent people, or sit and watch violent — 


sex without being incensed. Again women are the 
worst victims of militarised and violent minds. 


6. Another thing this ‘development’ has been 
doing is homogenisation, which means moving 
towards one or fewer varieties, reducing diversity. 
This is happening in every area of life. In 
agriculture multi-cropping was given up for mono- 
cropping. Instead of having thousands of varieties 
of: rice and wheat we now have just a few 
varieties, those too increasingly controlled by a few 
big companies. The same is true in industry. For 
the market it is better to have standardization. 
Instead of thousands of people making small things 
in every village big companies take over. To give 
some examples, previously in every village or city 
people made washing soaps; families had small 
units to make soap. Lots of people made small 
profits and lived simply. Now we have Nirma 
washing powder from South to the North - or Tata 
soap or a few others, all produced by big 
companies. Millions of people producing cloth were 
displaced by a few big textile industries. Similarly, 
the plastic industry has wiped out potters, leather 
workers, rope-makers. Crafts and crafts people with 
tremendous creativity and diversity have been 
rendered jobless. 


Similarly, small traders have been taken over by 
big trading companies. The move is from small 
and many to big and few. Few people control 
and large number of people become mere 
employees. They sell their labour or brain. Their 
relationship to work changes. There is less and 


less creativity. Work becomes mindless. People 
lose thelr autonomy. There Is increasing 
allenation and frustration. Human beings 
themselves become like machines. 


The same thing is happening to culture 
everywhere brahmin culture taking over tribal 
culture; North Indian culture taking over South 
Indian culture. Dowry spreading to communities 
where it never existed; US culture has been taking 
over the world. Coco-cola, hamburgers, barbie dolls, 
superman have become international. For profits the 
US companies have pushed junk food, junk drinks, 
junk culture everywhere. Media creates the minds 
to buy junk. From a village in Dhaka to a school 
in Washington the children are watching the same 
thing. Do the children in the US know the dolls 
Indian children’ play with or the stories they hear? 
No, it is all one way. It is not cultural exchange 
but one-sided cultural domination. 


The culture of the powerful countries, of dominant 
classes or castes spreads -to all the others. It is 
seldom the other way around. Black people’s jazz 
or Indian yoga may become popular elsewhere but 
these are exceptions. 


Homogenization not only wipes away diversity but 
it also states that third world, tribal or women’s 
culture, industry, agriculture, medicine, science, are 
inferior, not good enough and hence to be 
shunned. 


Through various means the belief is spread that 
North Indian culture is superior, English is superior, 
modern medicine is superior, western science is 


superior. Not that they are actually superior but, 


they are declared to be superior because there is 
economic and political power behind them. In this 
it is always the minorities, indigenous people, the 
tribals, the women, the third world countries which 
lose out. The rich the powerful are the winners, 
the supermen of economics, politics and culture. 


7. It is quite obvious from every thing | have 
said so far that this profit and greed oriented 
system is socially, economically, politically and 
culturally unjust. 


All these characteristics of the present mainstream 
development make it quite obvious that this kind of 
development is not sustainable. US and other 
industtialised countries cannot be the model for the 
so called developing countries. There are no 
resources on planet earth for all the developing 
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countries to have the standards of consumption 
which the industrialised world has and which it has 
been showing as a dream to the others. If all the 
citizens of this earth consumed as much as 
average US or European citizens consume, life on 
this planet will come to a halt. 


Visionaries like Mahatma Gandhi knew this 50 
years ago. He warned the whole world but the 


world leaders were too dazzled by technology to . 


heed a man like Gandhi who said, “Mother Earth 
has enough for everyone’s need but not for 
everyone’s greed.” Once a Journalist asked 
Mahatma Gandhi whether he wanted India to have 
the same standard of living which Britain had. 
Gandhi replied. “To have its standard of living, a 
tiny country like Britain had to exploit half the 
globe. How many globes will a large country like 
India need to exploit to have a similar standard of 
living?” 


It is quite clear from what Gandhi said and what 
can be observed by anyone who cares to see, 
that planet earth belongs to the whoie of humanity. 
It cannot be allowed to be plundered by the 
greedy rich nations and rich people. Excessive and 
wasteful consumption by some deprives the majority 
of essentials and it also destroys ecology. The 
problem is so serious that all of us have to act 
soon, before it’s too late. 


Some Principles of Sustainability 


The question which arises now is what kind of life- 
styles and development will be sustainable; what 
will be the main characteristics of sustainability. 


Lots of people every where are searching for 
solutions. These are people who are concerned, 
who care and who are brave enough to ask 
serious questions, brave enough to challenge the 
big and powerful, the greedy and ruthless. Isn't it 
incredible that the so called educated, scientific, 
modern, rich people are leading the world to 
disaster and it is the poor, the so called 
uneducated people who are shouting “Stop this 
madness”. A Latin American activist/thinker said 
recently, “My people do not want development. 
They only want to live.” . 


In fact now one has to wonder who is more 
“advanced”; those who are totally divorced from 
nature and who are destroying the planet with their 
unsustainable life styles or those who are still trying 
to live in harmony with nature? Who are global 
citizens? The jet set types zipping across the world 


or those who consume little and do not contribute 
to ecological disaster? Who should be the experts 
now, the scientists, economists and politicians who 
have brought the world to the brink of disaster or 
those women and men whose knowledge, wisdom, 
life styles were declared, “backward’? 


So, what do we have to do to ensure that every 
one can live? Some things are already quite clear. 
They will get clearer as we move forward on the 
path of sustainable living. Our concern is not just 
for the present generation but also for generations 
to come. Each generation should hand over a 
better, more just and sustainable world to the next 
generation. 


Instead of going into complex definitions of 
sustainability, | will just mention some principles 
which have to be followed to move towards a 
sustainable social, economic and political order. 


1. It is now clear that development has to be 
in harmony with nature. We have to believe that 
nature is a complete system, a living system. It 
cannot be overexploited. Human beings are not 
over and above nature. Nature sustains us so we 
have to sustain nature. We have to relook at those 
cultures and religions which respect, worship or 
treat nature as a living system. We have to look 
at and learn from people who live close to nature, 
women, tribals, aborigines, peasants. We have to 
give nature as much as we take from it or more 
and treat her with respect. Production has to be 
based on renewable sources of energy. 


In all our traditions there were a lot of practices to 
make us live in harmony with nature and for 
instance in India many people | know, do not pluck 
anything from a tree or plant after dark. Sabboth 
or a day of rest is said to be based on a similar 
principle. Originally man always worked on nature; 
work was cutting trees, taking trees from one place 
to another, hunting animals, building things; so rest 
on the 7th day is also giving nature some rest. 
There are many rituals to worship plants, trees, 
grains, fruit, to worship the five. PANCH 


-MAHABHUTAS or five basic elements: prithvi 


[earth], aap [water], tejas [fire or light], vayu fair], 
akasha [space]. “All living beings are born and 
evolve out of the five Mahabhutas occupy a 
revered place in Indian philosophy. These are ways 
to create harmony, to create space for the balance 
between nature and man to be rebuilt. The 
ordinary Indian woman who worships the Tulsi 
plant, worships the cosmic as symbolised in the 
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plant. The peasants who treat seeds as sacred, 
see in the seeds the connection to the universe 
[Vandana Shiva]. 


We have to perceive the connections between 
animate and inanimate nature like Jainism and 
Buddhism did; like the aborigines all over the world 
did and do. They consider every part of the earth 
as sacred. What is remarkable is that these 
principles were perceived and enunciated when 
there was no ecological crisis, no threat to survival. 
Indian philosophy and culture and also the practice 
of millions of people is still based on this respect 
for all creatures; it also recognizes the cyclical 
nature of all creation. The linear notion of 
“progress” imposed on every one by the West has 
proved to be limited, unsustainable and disastrous. 


2 Sustainable development has obviously to be 
people-centered and people oriented; not things 
centered and things oriented. People have to be 
the subjects and not objects of their development, 
they have to be involved in decisions about their 
life and society and in this model there are no 
hierarchies in people; like the white are superior to 
the Black, the Brahmins are superior to the 
uneducated. Every human being is to be respected 
and taken as an autonomous person. Development 
of human creativity, human potential, inner 
satisfaction, has to be the prime moving principles. 
Well being is not to be measured by how many 
material things you possess but by how creative 
you are, how involved you are with what you are 
doing, how much dignity each one of us has. We 
have to value the non-material requirements of 
human beings, like our desire to grow, to be 
creative, to love and be loved, to control our own 
lives and destinies. Reduction of needs and 
desires, control over mind and emotion can also be 
extremely gratifying. As Mahatma Gandhi said, our 
concern should be the “last man” [and 
woman], the poorest in society. Only if we aim for 
the well being of the most deprived in society will 
there be overall well-being. 


3. Sustainable development has to be woman- 
centered. | am not saying this because | am a 
woman or a feminist. | am saying this because 
historically and even today women take care of the 
basic needs of society like food, fodder, fuel, 
shelter, nurturing. This makes them close to nature. 
As child-bearers they have had to be more in tune 
with their own nature and have had to be more 
caring and nurturing. | am not saying men cannot 
do it. Nor am | saying that women are biologically 
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more caring and nurturing. Women are what they 
are because of their socialization for centuries, and 
because of their preoccupation with sustenance, 
nurturing, nursing. 


Women, especially. rural women are also the ones 
whose survival is most threatened by ecologically 
disastrous development. Women are the poorest, 
the most vulnerable. When forests, or lands or 
rivers, or wells die, these women mourn the most 
because they are the most affected. Because 
women know the pains of creation, they hate 
destruction most. This is why in struggles to save 
forests, struggles against pollution, in movements 
against militarisation women are in the forefront. 
Women are more likely to insist that basic needs 
be satisfied, that killings be stopped. This is why 
women have to be at the centre of sustainable 
development. 


However, the entire responsibility of creating, - 
nurturing and sustaining life should not, anymore 
remain with women alone. Production of life, caring 
and nurturing must become men’s work also. This 
would not only change the present unfair sexual 
division of labour but also “demilitarise” and 
humanise men. 


4. Sustainable Development has to be basic 
needs oriented. Sustenance for all rather than 
profits for a few. Majority of the people must first 
get sustenance, their basic needs must be satisfied 
before some people squander the limited resources 
of the earth on conspicuous consumption. - 


Sustainability requires relinquishing levels of 
consumption of the rich. There is no way that the 
present levels of consumption can continue without 
catastrophic outcomes. This is the most urgent 
action the industrialised world has to take. 
However, lowering of consumption levels can be 
seen not as deprivation but as liberation; liberation 
from greed, want, competition, envy, perpetual, 
endless, mindless and crippling desires. 


5. Decentralisation is another principle of 
sustainable development. We have to move towards 
decentralisation in decision-making and in control 
over resources. Rich countries cannot plan and 
decide the fate of the poor countries; central 
governments cannot decide the fate of every region 
and community. Plans will have to come from 
people. More and more decentralisation should take 
place in politics; in agriculture, in economics, tn 
industry etc. Decentralisation will move away from 
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homogeneity, it will allow diversity to flourish. Local 
people will live according to their own cultures and 
traditions. 


6. Another principle which follows from 
decentralisation is to promote direct grassroot 
democracy and strengthen civil society. Participatory 
democracy at every level of society will unleash the 
energies of people. We have to start demanding 
direct participatory democracy as_ against 
representative democracy which is actually still rule 
from above and not rule of the people. Poor 
people have no possibility of running our 
democracies. It is the elite who are in control and 
this can only be changed through grass-root 
democracies, through smaller units, through 
decentralisation. 


7. Politics of AHIMSA or non violence or 
respect for all life is another principle we have to 
follow and promote. Instead of each country 
defending its borders through armies, it would be 
_a system of nonviolence where. communities look 
after themselves. We need coercion because of 
centralisation, because some people want to 
‘control. So if a handful of people are not in 
control, if people are allowed to take care of their 
own decisions; if some people don't want to own 
and run the world you will actually not need 
coercion, and armies. There has to be politics of 
peace; and non-violence at every level; non-violence 
against nature, against other people, other races, 
other classes, other sex etc. This is an essential 
principle of sustainable development. Not only do 
armies and billion dollar weapons industries have to 
be dismantied but people’s minds have to be 
demilitarised. Seeds of peace and non-violence 
have to be sown in all minds. 


What the world needs most today is cherishing, 
nurturing, caring, conserving. And in this who 
should give lead other than women? Mahatma 
Gandhi said that non-violence wiil have to be the 
basic principle of organization and women will be 
central in creating the non-violence ethos, the new 
world. 


8. Sustainable development requires holistic, 

integrative and ecological ways of thinking and 
looking at phenomenon. The inter-connectedness 
and interdependence of all phenomenon needs to 
be recognised. There is no place for narrow 
specialisation and compartmentalised ways of 
looking, thinking and acting. DOualities and 
hierarchies between culture- and nature, mind and 


body, rational and emotional, objective and. 
subjective also need to be rejected. 


9. Sustainable development and sustainable living 
require a value system, different to the one which 
is [mis] guiding our present [mal] development 
paradigm. We agree with Josef Vavrousek [the 
former Minister of Environment in Czechoslovakia 
and the present Executive Director of the Institute 
of Applied Ecology in Parague] when he says in a 
recent article [‘Human values for Sustainable Living” 
Published in the Independent Sector's Network, 
May, 1993, Geneva] that “selfishness and growth 
orientation are the major driving force of western 
European and North American economies and this 
poisons relations between people, as well as 


between human society and nature”. The present 


North dominated economic, political and cultural 
regimes are universalising these values and this 
way of thinking. We need a cultural movement to 
promote values like respect for all life, simplicity, 
tolerance, equity. These values are still respected 
and practiced in many cultures and communities 
and we need to learn from such traditions and 
cultures. 


The importance of spirituality for human -beings also 
needs to be emphasized. All this will require that 
“we find a balance between human rights and 
freedoms. on the one side and human 
responsibilities towards other people and the whole 
Earth on the other [Joseph Vavrousek]. 


What has been said so far makes it quite clear 
that sustainable development is not what some 


- people make it out to be i.e. a matter of some 


technical fixes a matter of “green technologies’, 
and “green products”. Sustainable development and 
sustainable living require very basic and 
fundamental changes in the present thinking, 
values, behavior patterns, economic and political 
systems, production and consumption patterns, in 
our science and technology and media etc. etc. It. 
requires moving away from domination and control 
to partnersnip and cooperation. 


What Can We Do? 


You may now ask - what can you and 1, very 
small people,, insignificant groups, do in our own 
areas to. make sustainable development a 
possibility? Let me tell you that # at all the present 
system will change, it is small people like you and 
me who will have to change it. This may sound 
strange but it is true. The new kind of 
development can only be ushered in by millions of 
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small people who do not have a stake in the 
present system, who are actually victims of the 
present system. People like me who benefit from 
the present system can also join the struggle if we 
are willing to give up the advantages we derive 
from the system. 


_ Unless small people, small groups do experiments 
in their small ways all over, sustainable 
development is not possible. So actually the hope 
~ lies in small experiments like your own. All of us 
can try and do the following : 


{1] Let us begin with ourselves; let us women fill 
joy in our life and work. We have to look 
after our bodies and minds to feel strong 
and beautiful. We have to be SHAKTI and 
have to radiate this SHAKTI. Wherever we 
are we should support other women; give 
them strength; tell them they are important, 
their knowledge is important they are the 
creators and nurturers. We begin with 
ourselves, our family, our daughters and 
mothers and then within our organizations, in 
the communities where we work. 


[2] Wherever we are, whatever we are doing we 
should empower people; tell people they are 
subjects of their own development; treat them 
with respect, recognise their dignity, their 
wisdom, their time-tested knowledge systems, 
their staying power. 


[3] Support people’s organizations because 
empowerment of the poor is not possible as 
individuals. Small groups have to become the 
training ground for grassroot level, 
participatory democracies. They can make 
people feel less vulnerable. Build people’s 
self-confidence, self respect, management 
capabilities, creativity, inner strength, inner 
beauty. We have to strengthen civil societies 
so that people can Epenenae injustice, greed, 
exploitation. 


[4] We have to practice democracy everywhere, 
in our family, our organizations. We have to 
tell our male colleagues, or if we are the 
bosses, tell ourselves. 10 be more democratic 
so that more and more people learn to 
practice, to respect, to love democracy; so 
that grass-root democracy takes root in our 
families, in our NGOs and in the communities 
we are working with. It is this practice which 
will create groups and people which are 
strong and autonomous and which will allow 
no one:‘to attack and rob their dignity, their 
economies. 
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[5] 


(6) 


[7] 


In whatever we do we should try to move 
towards self-rellance; not just financial self- 
reliance but self reliance in skills, knowledge, 
information; so that dependence on others, on 
the outside in reduced. Autonomous, self- 
reliant groups can safeguard their own 
interests. We have to move towards what 
Gandhiji called SWARAJ or self-rule at every 
level. The principle of Swaraj is, if | want to 
rule myself | will not allow others to rule me; 
it also means that | cannot rule another 
person. Let us bring swaraj at an individual 
level -- within the family, at the panchayat 
level, national level, global level. 


Move towards self-reliance will require that we 
do experiments to create alternative 
structures, alternative cultures; develop 
things which are in harmony with nature, 
experiments in agriculture, experiments in 
health. Similarly we have to develop legal 
systems, or media, which build on people’s: 
knowledge and traditions, which do not lead 
to unnecessary specialisation, fragmentation 
and compartmentalisation; which avoid 
knowledge going into the hands of a few 
people, whether it is in agriculture o,r 
industry, law or medicine or media. Lots of 
groups are reviving organic agriculture, herbal 
medicine, popularizing Ayurveda, homeopathy, 
naturopathy, yoga. Some groups are 
developing Lok Adalats or people’s courts to 
avoid exploitation by the legal system. | am 
not saying we go back to everything which 
existed in the past. There were indeed many 
problems and injustices in our traditions. What 
we need is a creative mix of tradition and 
modern which ensures respect for nature, 
justice, equity, democracy, diversity. 


All this big work done by small people like 
us requires wonderful networking. If all these 
small experiments are isolated and fragmented 
they will not mean much. Little drops of 
water mean nothing. It is only when they 
come together that they become a stream, 
when several small streams come together 
they become a big stream. So we need 
networking at different levels. At the village 
level you can see networks between different 
families. Your Sanghams, your little groups 
are a network of families; then you have 
network of sangams at district level. Similarly 
we need networks at the national and 
international level. We need networking 
between different disciplines-economists, 
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political scientists, lawyers, doctors, 
philosophers, dancers, singers, poets. All 
these people need to come together to create 
a new world. We need networking between 
different people’s movements like peace 
movement, environment movement, women's 
movement, human rights movement, right- 
livelihood movements. These movements are 
different aspects of the same urges, same 
principles. 

From our present obsession with the outside, 
we have to move towards controlling our 
needs, our greed, our ego, our quest for 
power. We need to get In touch with our 
Inside, with our psychic power, not just 
women but the whole of humankind has to 
begin a journey towards the inside, we 
have to explore the inner world rather than 
outer spaces. | } 


We women have to get integrated with our 
own DHARMA, our true self, we have to 
recognize and develop our own SHAKTI, our 
boundless energy and creativity. 


[9] 


We have to give up the compartmentalized 
approach to things. We have to see 
the interconnections, move away from 
narrow specialisations which hamper a 


holistic view of things. 


Whereever we are, let us talk about 
and insist on values Iike justice, 
ethics, morality, beauty, love. Because 
these values were lost sight of, development 
lost its human. face. We have to bring 
back these values into our private and 
public lives. Other values are reverence for 
all life, simple tiving, living in harmony 
with nature, respect for diversity. 
Wherever we find there is no justice, 
morality, ethics, we have to speak up, not 
keep quiet. | 


In the end | only want to say that a large 
number of small groups ali over the world 
are already doing what | have suggested 
here. Let us put in our bit to create a better 
world. 
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Structural Adjustment 
Programme (SAP) : 
Issues Not Addressed 


- K. R. DATYE 


Centre for Applied Systems Analysis in 
Development (CASAD), 

Ganesh Kutir, 1st Floor, 68, Prarthana Samaj 
Road, Vile Parle (East), Bombay - 400 057 


PART - | 


Implications of liberalisation and globalisation 
for the Third World & The need to learn 
from the experience of newly industrialised 
countries 


After the cold war the third world should be re- 
defined as relatively over-populated countries poorly 
endowed with energy resources. It should be 
recognised that global free market is not a fair 
market, when the global industrial economy is 
dominated by an oliogopoly which controls the 
petroleum fuel resources. Trade deficits are mainly 
due to energy imports for countries trying to catch 
up with the developed countries of the first world. 
However, the present energy prices do not reflect 
the burden of pollution control & depletion of non 
renewable resources over the long term. Savings 
have to be generated through fuel taxation to meet 
liabilities for investment in renewable energy 
generation or upgradation of low quality fuels such 
as coal and biomass. The advocates of 
globalisation should note that there is no global 
consensus on taxing of economic rents resulting 
from easy access to favourable petroleum deposits. 
There is also no global agenda for pooling of 
funds and their allocation to promote energy 
conservation, control of CO2 emissions and 
pollution control in countries who do not take the 
petroleum fuel based path to development. 


We should learn from the success and failure of 
newly industrialised countries especially South Korea 
and Taiwan, Mexico and Latin.American countries. 


An objective assesment of the policies directed to 
self reliance and import substitution in India during 
the decades after Independence is necessary. 
Concurrently the related policies of the successful 
countries should be examined with regard to their 
replicability in the present Indian situation. 


Addressed 


Korea and Taiwan are cited as an examples in 
support of globalisation, privatisation and the 
advocacy of a minimum of state interventions. A 
review of their experience revealed that the growth 
of their industrial economy was not a direct 
consequence of opting for ‘free market policies & 
economics. This is documented in several 
publications, “Development states in East Asia Ed. 
Gorden White, New York St. Martin Press 1988 
and the more recent publication ‘Pathways from 
Periphery: The politics of growth in the newly 
Industrialising countries by Stephen Haggard, Ithaca 
and London Cornell University Press, 1990”. 


What clearly emerges from the evidence reviewed 
in these books is that Korea did not operate on a 
free market regime after carrying out liberalisation 
of the 1965-67 period, Taiwan especially through 
the seventies, pushed ahead a guided programme 
of import substitution, while the economy appeared 
to be outward looking. Quantitative restrictions on 
imports remained important in several sectors and 
production for domestic market was highly protected 
in selected areas. In South Korea and Taiwan the 
state played a strategic role in taming domestic 
and international economic forces and harnessing 
them to their national economic interest. 


It is often argued that the structure of 
representative political democracy that India adopted 
makes it impossible to match the growth of 
authoritarian regimes that are believed to be more 
capable of taking ‘rational’ policy decissions 
associated with development of the national 
economy. 


A review of the experience of development of — 
several Latin American and South Asian countries 
indicated that authoritarian regimes were not 
uniformly successful in achieving high rates of . 
growth and sustaining the process of 
industrialisation. 


Korea all along ‘managed’ liberalisation under the 
auspices of the authoratarian state. The role of 
government was largely promotional however, there 
was state initiative behind almost every major 
investment in the private sector and in the 
selection of private firms to undertake particular 
activity. 


Government played a very crucial role In 
regulation of foreign direct investment and 
transfer of technology. Producers associations and 
major government agencies were integrated to 
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create a central source of economic power. There 
was a great deal of flexibility in routine & day to 
day decisions while there was extensive use of 
state directive at the policy level. Thus, there are 
major differences in the post liberalisation scene in 
India & the South Korean/Taiwanese practice of a 
liberalised economy. 


The lesson to be drawn from the experience of 
East Asian countries (viz. Korea & Taiwan, recent 
Chinese liberalisation and the Japan) is that State 
should decide policy and leave the implementation 
to decentralised units in the private, public joint or 
cooperative sector. Within the framework of 


representative democratic government it is’ 


necessary to create social instruments for 
people’s participation in policy formulation and 
implementation. Regulatory functions must be 
separated from the actual production, 
construction, operation & maintenance of 
physical infrastructure or provision of economic 
or social services. This should be entrusted to 
decentralised autonomous entities. 


It should be recognised that export led growth of 
light consumer industry produced a massive number 
_Of jobs in South Korea and Taiwan. These are 
small countries which worked in a climate of 
expanding global trade in the eighties which was 
not restricted by the present (i.e past 1990) 
policies of the developed countries who while giving 
lip service to free trade impose quotas like USA or 
restrict import indirectly as in Japan. 


The fact remains that liberalisation raises the 
capital intensity of consumer goods industries in 
developing countries. The local industry has to 
compete with the low cost imported goods from 
developed countries. We cannot ignore the fact of 
uhequal trade resulting fromthe low price of energy 


and energy intensive production in the developed 


countries and their favourable land resource 
endowment. The loss of jobs in consumer 
industries makes the basic service of energy, water 
and infrastructure unafordable to a large section of 
the society in the developing countries. A review of 
recent collaboration agreements in India for 
consumer goods particularly processed food shows 
this trend of increased capital intensity in the post 
liberalisation phase. 


It is necessary to selectively use pricing policies to 
restrict use of imported or locally produced energy 
intensive inputs in key sectors and to promote 
technological upgradation of dispersalist industries 
based on biomass and renewable energy. It is also 


et 


necessary to ensure that privatisation of 
transportation and urban development does not 
result in diversion of scarce inputs & finance from 
development of infrastructure for backward and 
poorly endowed areas. 


Here ‘again the role of the state is mainly in the 
policy areas while the detailed implementation can 
be left to the producers & users organisation. With 
the right pricing and financing policy the market 
mechanism can optimise to product mix and input 
composition. The assumption of the liberalisers that 
trade balance can be achieved and Indian industry 
make competitive without improving the 
infrastructure and skill upgradation of the local work 
force does not stand the critical examination. There 
is serious hazards of market saturation in textiles, 
garments, leather and aquaculture which are the 
main items of export. India is at a disadvantage in 
two ways, firstly because of the competition from 
east Asian countries which have a several years 
lead of USA and Japan which was not the 
situation when Taiwan and Korea, developed export 
oriented light industrial production. There is also the 
preference of the european economic community for 
the trade for with the east european (earlier 
socialist) countries. 


Infrastructure and energy sector can become a 
major market for small and dispersed manufacturing 
units and light engineering industries Technology 
upgradation of the Indian industries and the 
optimisation of the input composition can be 
achieved with user participation & initiative of 
scientists & technologists. The unfulfilled needs of 
the of Indian population constitutes such a large 
market that saturation in the energy & infrastructure 
sector for the next 20 to 30 years is highly 
improbable. The potential of this large market has 
not materialised due to lack of a clearly defined 
policy for financing & cost recovery through 
demand management, pricing & financing policy 
interventions the Indian energy & infrastructure 
industries can grow rapidly and become 
competitive globally in the long run. 


Unfortunately the policy issues in India get lost in 
the rhetoric of public vs. private debate. In the 
energy and infrastructure sector, the issue is not 
simply of who owns the industry, utility or facility. 
Privatisation can only be the means of encouraging 
competition to benefit the consumer & small 
producers. What matters is that private or public 
monopolies, through restrictive practices, do not 
push up prices and restrict growth of capabilities 
indigenous producers. While attracting foreign 
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capital which is available at low rate of interest, 
care should be taken that new private monopolies 
are not created. Power purchase agreement 
currently being negotiated with a high import 
component of equipment and fuels can become a 
long term liability. The apparent low price of energy 
resulting from low rate of interest of dollar finance 
are illusory since they do not reflect the long term 
disadvantages that is likely to result from the 
deteriorating terms of trade. 


The technology choices of several energy 
generation projects are prima facie contrary to 
India’s jong term interest. These are based on 
import of gas and liquid petroleum fuels & high 
capacity factors which externalise the liability of 
peak power generation. Adoption of capital 
intensive generation techniques’ with large size 
units will create demand for heavy industries in 
the developed countries that have benefitted 
from state subsidies in the past for political 
and security reasons. The Indian small and 
light engineering industries will lose a large 
share of the energy generation market. Policy 
intervention by the state is necessary, considering 
the under-utilised capacity of Indian small and light 
engineering industry as well as heavy industries in 
the public sector. 


energy consumption should 
investment should be 


Current subsidies on 
be withdrawn while 


encouraged with capital subsidy & state support to. 


R & D in renewable energy generation, energy 
conservation and utilisation of low grade coal & 
biomass. ; 


Much of the subsidies on renewable energy such 
as the wind, and solar energy have actually 
benefited finance companies with foreign 
collaboration. Restructuring of the R & D system 
with targetted capital subsidies is needed to involve 
small producers and self employed professionals in 
technology development and upgradation of 
indigenous manufacture. 


A World Bank review report of 1994 indicates that 
solar thermal energy cogeneration with gasified 
‘fossil fuel or natural gas will be competitive by 
2005 in USA & advanced countries. The economics 
of scale in India are different therfore, Interest 
subsidy and R&D support to light engineering and 
small industry for production of solar thermal 


equipment will make hybrid solar thermal, coal or: 


biomass cogeneration competitive within the next 
five years. In the 3-6 mega watt range 
cogeneration is already competitive if only a small 
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capital subsidy is provided for solar component. 
Such capital subsidy can easily be matched by 
progressive withdrawal of current subsidies to 
consumers. 


Advances in technology related to use of biomass, 
recycled wastes renewable energy local labour have 
the potential to achieve very large reduction in 
consumption of fossil energy based inputs in water 
& infrastructure sectors which constitute the major 
demand for energy. 


These low cost energy efficient techniques have 
the potential to to generate create sustained 


employment in India equivalent of the export led 


growth of consumer industries in Korea & Taiwan. 
Thus India need not to rely on foreign direct 
investment for accelerating the growth of the 
energy & infrastructure sector. 


Recently the Chinese industry in the public sector 
has acquired state of the art technology capability 
in manufacture of gas turbines. In India a globally 
competitive joint sector in the energy & 
infrastructure industries can emerge if policy 
initiatives are taken by the state by learning from 
the experience of Korea, Taiwan & China. 


When a prior agreement on goals & policies in the 
energy & infrastructure sectors is reached through 
users & producers participation, it should be 
possible to impart greater flexibility in the 
implementation & decentralise the operations without 
compromising economic viability, quality of service 
or accountability. 


The state controlled energy & infrastructure sector 
in India has failed to mobilise adequate resources 
for development. The first step is therefore to 
involve the users in financing and cost recovery. 
User participation will also result in demand 
management by adoption of energy efficient 
technique in agriculture, industry and infrastructure. 
What is needed is replacement of current subsidies 
on consumption by capital subsidy targetted to 
development of energy efficient techniques, energy 
conservation and renewable energy generation. 


There is a need for independent monitoring & 
evaluation if performance orientation is to be given 
to use of public funds, policy measures such as 
differential interest rates and moratarium on loan 
recovery for a defined period. There should also be 
a consensus on the criteria of performance in 
development projects e.g. use of assistance to 
create the livelihood base, setting the limit as well 
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as the time horizon for withdrawal of water energy 
& agrochemical subsidies and full cost recovery of 
investments for providing economic services in the 
water infrastructure and energy sectors. 


PART - ll 


Poverty alleviation with accelerated human, 
natural resource & infrastructure 
development. 


In the post independence effort to restructure the 
Indian society state property was taken as the only 
form of common property. Many institutions for 
management of common resource pools that had 
been successfully functioning in Indian villages were 
neglected. These community managed properties 
provided for subsistence needs of the poor and 
functioned outside the market system. Irrigation 
tanks, grazing land, fishery ponds and forests were 
not directly controlled by the State. 


After independence almost everywhere augmentation 
and improvement works were implementated with 
public funds. Subsequently management rules & 
water allocations were decided at the remote 
centres of power controlled by the formal structures 
of representative democracy. 


Thus Institutions of community management that 
had survived two centuries of British colonial rule 
were destroyed & replaced by bureaucracies. 


Over the past two decades (1970-1990) there has 
been decline in the quality of water, energy and 
infrastructure services. Due to poor cost recovery 
and as a consequence of populist policies 
combined with centralised control and bureaucratic 
management, a stage is now reached that the 
even the operation & maintenance cost is not 
recovered. There is a desire on the part of 
government to turn over the management to the 
users. However, difficulties are experienced in the 
‘turn over’ since the users want the system to be 
functioning satisfactorily before turnover. 
Governments lacks funds to carry out the essential 
improvement works even for the area where the 
systems are functioning. However, in most cases 
_ there is considerable scope to optimise resource 
use and extend the service to significantly larger 
areas beyond the present service or potential 
command as determined in the sanctioned project 
design. 


In the process of turn over to users with 
privatisation there is the hazard of appropriation of 


water supply and distribution systems built at 
enormous public cost by a small, influential and 
resourceful segment of the rural society. Similar 
situation exists with regards to the electricity 
distribution networks and renewable sources such 
as hydropower plants and windmills recently being 
developed with concessional finance. 


There is a large potential to augment and improve 
existing systems with comparatively small outlays. 
The marginal producitivity of such investments can 
be very high if users participate in planning & 
resource mobilisation. For development of an 
integrated system of water, wasteland & renewable 
energy, an appropriate technology ‘blend’ should be 
chosen to enable the communities of rural users to 
become providers & producers of inputs for 
development. When the biomass & renewable 
energy resource base is created, cost effective 
improvement & augmentation projects for the water, 
energy system and infrastructure facilities can be 
implemented in a short period using local labour 
and material. 


When the complimentary of the policy framework 
for financing & cost recovery, institutional structure 
& technology choice is recognised, an optimum 
financing package can be worked out by combining 
commercial instutional finance, employment 
assistance & users contributions. Loans can also 
be combined with public assistance targetted to 
specified resource poor beneficiaries. This is good 
prospect of making recoveries in kind from 
beneficiaries in the form of non perishable biomass 
which has a high value additional potential: in 
dispersed small industry. 


Indian experience is in contrast with Korea and 
Taiwan where the infrastructure construction (for 
example irrigation works) has been very well 
managed and well maintained with user participation 
not only in operation & maintenance but also in 
cost recovery. In India large projects with 
investments made with borrowing from the World 


Bank and technology choice dominated by foreign 


advisers have not generally been cost effective. A 
review by Elinor Ostrom of World Bank projects 
shows how there has been a tendency to 
overcapitalise the investment when the decisions 
were made by politicians and bureaucrats at 
centres of power remote from the ‘user’ 
communities. Foreign direct investment cannot 
usually motivate users to participate in the 
institutional & technological transformation of 
the water, energy and infrastructure sectors. 
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The South Korea and Taiwan land reform was 
made possible as a result of the defeat of Japan 
& the rise of communist states. across the border. 
The most important factor contributing to 
development of the rural economy was the rise of 
a owner producer class of small farmers. 


Relatively equal income distribution through the 
early sixties and seventies played an important role 
‘in human resource development. Creation of large 
number of jobs in consumer industries by export 
led growth resulted in a sustained rise in wages in 
consonance with the productivity gains in 
agriculture. Minimum daily wage level increased 
from 3 kg grain equivalent to 12 kg grain 
equivalent (Rural transformation in Asia edited by 
Brener, Oxford IBH Publication) Importance was 
given by the government to development of 
infrastructure for rural areas; the facilities were well 
built, they deliver the designed service & their 
maintenance has been adequate. Assured 
livelihood for the rural society seems to have 
facilitated rigourous enforcement of cost 
recovery for services rendered by various 
physical and sccial infrastructure facilities. 


In India the minimum wage has stagnated at a 
equivalent of 3 kg of grain all along since 1970 
despite an overall and rapid increase in food 
production. 


The value of supplementary food such as oilseeds 
& pulses is usually approximately equal to that of 
grain. Considering a family need of 1T of grain 
and allowing further 500 kg of grain equivalent for 
nutritional supplement of vegetables & animal 
proteins the subsistence need works out to 2500 
kg for 5 member family. With 2 adequate working 
for a total of 400-500 days a year a minimum 
wage level of 5-6kg/day is essential for food 
security. If other needs such as clothing, shelter & 
transport are considered a subsistence level is 10 
- 12kg grain equivalent per day. The income rise 
in undivided Punjab did rise to about half this 
levels so was the situation in some of the districts 
of Gujrat and Maharashtra. Yet the cost recovery 
of infrastructure services was poor, the 
consequently pace of investments in infrastructure 
has slowed down after 1980. 


it should be noted that income instability resulting 
from concentration of productive assets and low 
revel of minimum wage results in seasonal 
migration and consequent breakdown of the rural 


communities. User participation can be sustained’ 


only when organisation stability is maintained. This 


requires a percieved fairness in sharing of gains of 
developments. Participation in resource mobilisation 
and cost recovery also becomes difficult if livelinood 
is not assured for large section of the rural 
population. | 


Thus, cultural and economic advancement can be- 
sustained only if the above level of minimum 
wages is attained and maintained. Simultaneous 
effort is needed to mobilise & allocate of public 
funds to provision of essential health & 
education services & essential physical 
infrastructure. 


The export led growth of cotton textiles, leather, 
garments & horticulture may encroach on the 
resource base of a significant segment of the rural 
society. It would also create a pressure of demand 
of industrial commodities to develope the 
infrastructure & energy facilities required for exports, 
thereby depriving the rest of the society of 
opportunities for development. Over the long term 
export must mainly be of value added 
products. African and Latin American countries 
relying on primary product export have suffered 
from market saturation and commodity price 
fluctuation and are facing a growing trade deficiet. 


With the sluggish growth of infrastructure and 


energy availability of about 1/3rd the Chinese level 
and low level of skill due to a huge segment of 
poor and uneducated population, the Indian 
Industrial production system cannot be globally 
competitive. 


In the Indian land reform process during 1950-1970 
change of property relationship was not combined 
with resource development and technological 
upgradation of the small holders production in 
poorly endowed areas. The main issue in the 
SAP is how can the socio economic 
transformation achieved in south Korea and 
Taiwan can be replicated in rural India in the 
context of failure of land reform except in a few 
pockets, like West Bengal. The prospects for land 
distribution by lowering of land ceiling are very 
limited. A shift in policy is therefore needed to 
create the subsistence base by distribution of 
new productive assets created by development. 
There should be an emphasis on the building 
a common resource pools by development of 
wastelands & fisheries along with soil and 
water conservation. 


Income stability can be created with the right 
choice of technology for energy and infrastructure 


sectors where a large potential exists for non farm 
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income generation. While providing public finance 
for infrastructure and renwable energy rsources 
development conditionalities should be imposed to 
ensure equitable access to the ‘new services and 
facilities’. 


Presently political initiative is lacking for creation of 
food security for the rural poor along with self 
sufficiency in fodder and provision water & fuel for 
cattle & domestic requirements. The biomass 
strategy for watershed development described 
elsewhere has the capability of providing for the 
above basic needs and ensuring sustained supply 
of biofuels and material inputs for rural 
infrastructure development. Energy needs for various 
purposes such as lifting and conveying water for 
equitable distribution and raising water use 
efficiency can be met by cogeneration with biomass 
& other renewable energy sources. 


While providing public funds for watershed & 
wasteland development a policy change is needed 
to impose conditionality of participation in water 
conservation, raising the efficiency of water use, 
productivity of wasteland and creating rights for 
the poor on the common pool resources of water 
and biomass. A viable strategy can then be worked 
out with local initiative to resolve conflicts over 
rights to water & usufruct of public or private 
developed at public cost in order to create 
livelihood opportunities for resource poor. 


Land developed at public cost should be subject to 
social control. Small plots of land along with fishery 
ponds & cattlesheds should be carved out of public 
& private property and made available to women 
from landless families on fair terms of lease. 
Intensive cultivation on these plots will produce 
food supplements such as vegetables, tubers, 
beans and fruits to balance the nutrition of the 
entire community. Simultaneously a common pool of 
fodder and fuel should be created and supply of 
organic inputs into agriculture assured for the small 
& marginal farmers. Thus a subsistence base can 
be created for the resource poor including landless 
families and women. Similar common resource 
pools should be formed of biofuel for energy 
generation and material inputs for infrastructure 
development. 


In the proposed strategy both landless as well as 
the resourceful farmers in rural areas stand to gain 
in comparison with the large industries ‘& towns. 
The increased production from dispersed industries 
based on biomass and renewable energy will 


overcome the resource constraint in the 
development of rural & small town infrastructure. 
The land owning farmers producing marketable 
surplus stand to benefit from the improved — 
infrastructure & energy services while, the resource 
poor landless, small & marginal farmer families can 
be assured of supply of biomass at stable prices. 
A further provision of work places and energy at 
affordable prices will enable them to earn adequate 
non farm income and attain income stability from 
productive work in the infrastructure & energy 
industry. 


New forms of land tenure will thus emerge without 
having to withdraw large areas from private 
ownership. Depending on the local situation 
assurance of biomass supply can be created for 
the poor through equitable sharing of water, 
allocation of water for biomass production & 
produce sharing with long term fixation of price of 
biomass produced on waste lands developed at 
public cost. The ‘new’ water that becomes available 
through water conservation and increased efficiency 
of use can be allocated according to the above 
principles. When firm guidelines are provided by the 
funding agency, it has been found that land owners 
come forward to institutionalise the produce sharing 
arrangement for plantations & grazing areas 
developed. & managed with the participation of poor 
in protection. Voluntary organisations in Bihar, 
Maharashtra & Karnataka have made and are 
implementing the produce sharing agreements & 
price fixation arrangements. 


For the water energy, and infrastructure facilities 
built at public cost & concessional finance it is 
necessary to introduce a two part tariff whereby 
the basic service of water, energy and various 
other infrastructure facilities would be available 
to everybody irrespective of socio economic 
status provided that then meet the full cost of 
Operation maintenance and depreciation. The 
labour, water & energy used for restoration of 
vegetation & production of the plantations & grazing 
areas will contribute to attainment of energy self 
reliance & sustainable water biomass use by 
matching biomass availability & needs. 


Water resource development & allocation thus 
becomes a vital components of the agenda for 
creating a positive ‘sum’ and manage conflicts in 
the resource development & distribution process. 


Development authorities financial institutions, 
education, science and technology establishments 
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and vocational training institutions have an 


important role to play in the process of dispersed 
industrialisation. 


The industrial and urban development will benefit 
from the rural transformation. It will be relieved the 
burden of development of urban housing and 
infrastructure for rural migrants poor to the city 
~ slums. 


The principle of full cost recovery for the higher 
income segment of to society for economic service 
needs to be strictly enforced. ‘When the investment 
has a low component of external input of energy 
intensive equipment, mateials and processes 
development can became self financing. Energy, 
water & infrastructure services will become 
affordable to the rural users when Cost recovery is 
in kind in the form of biomass produced locally on 
wastelands such as wood, bamboo, fibres or farm 


produce which has value addition potential by 
processing in dispersed industry using renewable 
energy. 


The implementation process would have to be 
decentralised to ensure that decisions are made at 


local level to optimise the choice of technology, - 


scope & coverage of basic services and terms of 
finance and cost recovery. There should be enough 
flexibility allocation of funds, choice of programme 
& their priorities. Decentralisation will thus enable 
the users & beneficiaries to avail of various 
sources of funds such as public assistance, loan 
with recovery in kind & concessional as well as 
commercial institutional finance. Functioning of the 
development agencies In the pasthas been highly 
bureaucratic and the decisions were often taken to 
benefit a narrow influential segment of village and 
the bureaucrats had no commitment to performance 
with regard to productivity, equity & sustainability. 
Allocation of funds and disbursements control needs 
to be given a performance orientation. Incentives 
should be provided for building capabilities for fund 
management among the users & beneficiaries. A 
beginning can be made by creating self help group 
to manage small saving, credit, marketing & public 
distributes. The funds can be channelised though 
self help group of poor have capable necessary in 
fund & inventory management. Such group as the 
Karnataka (Myrada) experienced shows can made 
good use of funds prioritised to create facilities to 
the basic services and enlargement of common 
resource pool Various sources of finance, i.e. 
commercial loan, public, concessional institutional 


finance, and local contribution should be used in a. 
judicious combination. 


Intensive culture of small plot and supplementary 
production in fishery and poultry as well as 
diversification would result in creating food security 
without requiring a radical redistribution of land. 
However, there would have to be land use policy 
& biomass strategy to ensure adequate supply of 
organic input as well as biofuel and bulk biomass 
for infrastructure. and energy resource development. 
By combination of price fixation and produce 
arrangement a new different kind of land tenure 
would be created whereby income stability assured 
in wider range of non farm activities whereby 
landless and whereby landless and resource poor 
family would be assured of food security through 
Stabilised income and assured access to source of 
supplementary food such as vegetable, fruits, 
fishery, poultry, animal rearing largely through 
suitable produce sharing arrangement in common 
land and in private wasteland developed at public 
cost. | bye 


Biomass production for the regional, national or 
global market would have lower priority over basic 


needs the distribution process will thus go hand in 


hand with energy land and water resource 
development 


Background and References 


This paper is not an individual contribution but is 
based on the work of the CASAD (Centre for 
Applied Systems Analysis in Development) research 
team has been working in close association with 
the Society for People’s Participation in Eco 
System Management (SOPPECOM). 


The analysis presented and suggestions made here 


are the emerge of work carried during the work 
of author during his participation in the planning 
commission steering committees for agriculture and 
allied sector for the ViIIth (1987-1989) and the 
committee for pricing and financing of irrigation 
(1990-1992). 


The sustainable technology for watery, energy, 
biomass production and infrastructure referred here 
is being developed through projects funded by 
government of India and State Governments and 
non-government foundations in India and abroad. 


A perspective for sustainable development is 
emerging from the technology of R & D- taken up 
in close association with activists at grass root as 
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well as researchers in social sciences & technology. 

“This is summarised in the following papers which 
are currently being discussed in national and 
international workshops and seminars. 


An ‘integrated perspective for water’ which is part 
of a comprehensive fresh water assessment taken 
_ up by Stockholm Environment Institute in 
association with UN Agencies. 


‘Mass Utilisation of Renewable Energy’ which 
considers the prospect for renewable energy 
generation for India. This is based on the work 
of concerned scientists and technologists of a 
network extending over India USA, Europe and 
Australlia. 


Restructuring the energy sector-A note prepared for 


discussion amongst scientists, technologists and 
social activists concerned about the present energy 
crisis in India. 


Low cost energy efficient technology for water 
infrastructure and energy resource development. 
This is based on projects supported by DST 
(Department of Science and Technology,. 
Government of India) for technology development 
with participation of rural artisans. This development 
is based on work of technologists and scientists in 
India and abroad which is now in advanced stage 
so that large scale application is possible. 


The contribution of individuals and institutions are 
not acknowledged here. These will be included in- 
final version of paper along with comprehensive list 
of references. 
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Towards a Continuing 
Economic Reform 


- Narinder Puri 


Redefining Conservatism 
Published by Sage Publication Ltd. 


In an atmosphere of widespread dissatisfaction with 
large models of economic systems dominated by 
either the state or private capital, pragmatism may 
appear to be a rational basis to take the obvious 
corrective measures to solve short-term crises. But 
for pragmatism to develop into a guide for long- 
term trends in policy it needs to indicate more 
general principles for action than just problem 
solving. The search for such principles has 
sometimes led to the suggestion that pragmatism is 
not very different from adopting the middle path. 
This view was particularly attractive to those who 
saw economic reform in India as merely a process 
of adapting the economic strategy initiated in the 
fifties to a changing world. The middle path then 
remained the same, a continuation of the mixed 
economy model which formed the basis of 
Nehruvian prescriptions for the economy. And there 
is little doubts that the economic reforms of the 
late eighties and early nineties remained as far 
from the extremes of privatisation and state control 
as the Nehruvian effort in the years immediately 
following Independence. 


A. Flawed Middle Path 


The middie path may be an apt description of the 
process of economic reform that took place in 
India in the late eighties and early nineties, but its 
value as a guide to long-term trends in economic 
policy is far less certain. There was, in reality, no 
single middie path, as merely deciding to avoid the 
extremes still left a large number of options for the 
policy-maker. The economic reform package 
fashioned by Deng Xiaoping for China or the 
provisions in the Dunkel Draft for the completion of 
the Uruguay Round of GATT negotiations were also 
middie paths that avoided the extremes of either a 
completely state controlled economy, or a completely 
free market. Both these paths were quite different 
from the one followed in India in the period from 
the mid-eighties to 1992. Once we recognise that 
there was no unique middie path, the reforms in 
India need to be evaluated in terms of the 
consequences they generated. And the course that 
the reform followed was not without adverse 


consequences. 
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regulatory mechanisms followed 


The Stock Boom Bubble Bursts 


The first sign that thing could go very wrong was 
available office the scam in the banking sector and 
the stock markets unfolded. The rapid growth. of 
the stock market increased the scope for 
unproductive profit from bureaucratic decisions. The 
rapid expansion of speculative activity in the stock 
market meant that the unproductive profit from 
individual government decisions like steel decontrol 
was much higher. Thus, even if we assume that 
liberalisation did on the whole reduce the total 
number of bureaucratic decisions, the overall 
unproductive profit resulting from such decisions is 
unlikely to have decreased, and may have even 
gone up. — 


In tapping this rise in speculative investment for 
illegal profit the perpetrators of the stocks scam 
extensively utilised several aspects of the 
liberalisation process. The piecemeal changes in the 
monetary sector created fresh opportunities for 
arbitrage. The expansion of such opportunities 
necessitated a larger role for brokers. A sequencing 
of reforms, where the improvements in the 
rather than 
preceded liberalisation, aided the diversion of funds 
from the banking system to the stock market. And 
the impact of this large-scale diversion of funds 
was hidden by the uncertainties of the liberalisation 
process. The possibility of decisions suddenly being 
announced was used to create rumours that would 
justify sudden being announced was used to create 
rumours that would justify a sudden rise in the 
price of individual shares caused by the diversion 
of funds from the banking system. 


The public outrage - such as it was - concentrated 
on the moral issues of the scam. A few villains 
were identified and a long drawn out legal process 
begun. But the economic consequences of the 


scam, and the role of official policy during the 


liberalisation years, received far less attention. 
Indeed, there was far too little awareness that the 
interaction between the official policy towards the 
stock market and the larger liberalisation process 
had distorted the rates of return available in the 
economy. At the height of the stock market boom 
there was a widespread, largely justified perception 
that returns from investment in the stock markets 
were far higher than returns from investment in 
industry. While there was nothing unusual for 
individual investments in financial markets leading 
to much higher profits, such speculation does not 
normally completely divert funds from industry 
because of the high risk involved. But this risk was 
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drastically reduced in the period up to April 1992. 
The widening base of investors in stock markets 
since the early eighties ensured a continuously 
increasing flow of funds that kept an upward 
pressure on prices. This flow was encouraged by 
the prospects of a continuous and far-reaching 
economic reform. And, perhaps most important of 
all, perceptions of risk were also diminished by the 
widespread conviction that financial institutions 
would step in to ensure that the stock market did 
not collapse. With risk being limited, investment in 
the stock market tended to be preferred to 
investment in industry, especially with the latter's 
long gestation periods and relatively modest 
profitability. 


This divergence between the relative returns from 
investment in the stock markets and industry 
further widened with the process of reform. Within 
industry liberalisation increased competition, thereby 
squeezing profit margins. At the same time the 
stock market reform had the opposite effect on 
share prices. The streamlining of the stock 
exchanges improved the attractiveness of the share 
market for small investors. And even if the 
response of foreign investors to the opening up of 
‘the stock markets was modest, they could only 
contribute to an upward pressure on prices. 


The divergence in returns was further accentuated 
by the government's strategy to combat inflation. 
The cornerstone of the government’s anti-inflation 
strategy was to restrict demand. Thus, the cost of 
borrowing was kept high even as every effort was 
made to reduce the fiscal deficit. The emphasis on 
demand contraction as the main instrument for 
controlling inflation was nowhere more evident than 
in the willingness to raise prices in an effort to 
reduce the deficit. The government chose to ignore 
the cost-push effect of the increase in petroleum 


prices as long as it helped reduce the deficit. And’ 


it was more than willing to raise procurement 
prices to mollify farmers reacting to the reduction 
in the fertiliser subsidy. 


The demand-centric approach to inflation further 
constrained the profitability of investment in industry 
while providing a boost to share prices. The high 
interest rates as a means of curbing credit raised 
the cost of borrowing to unusually high levels. At 
the same time the attempt to ease the pressure 
on government finances through the sale of public 
sector undertaking shares gave the government a 
vested interest in keeping the share prices high, 
and in a market where state-controlled financial 
institutions could still prevent a collapse in share 


prices, the government has the means to protect 
its newly acquired vested interest. 


This divergence between returns from the stock 
markets and returns from industry could well have 
resulted in speculation eating into investable 
resources available to industry. While higher share 
prices did improve the ability of industries to tap 
the capital market, this route allowed industry 
access to only a portion of the funds invested in 
shares and debentures. The companies had no 
access to funds directly invested in the secondary 
market. And in a liberalised regime where returns 
from the share market were far greater than 
returns from industry, even those companies which 
had access to funds from the capital market could 
well have preferred to reinvest them in the stock 
market. 


lt was thus no accident that banks preferred to 
concentrate on stock markets rather than lend to 
industry. The extent to which public sector units 
chose to park their funds with institutions operating 
in the stock markets was also evidence of 
industrial units preferring investment in financial 
markets to further investment in industry. And the 
private sector too was not immune to this disparity 
in returns. . 


As economic rationality forced those with access to 
funds to find ways of investing in the share market 
rather than in industrial production, it contributed to 
a further upward pressure on share prices while 
industry remained starved of funds. This trend also 
had a long-term impact on the liberalisation process 
itself. A crucial, if implicit, assumption in 
liberalisation is that increased competition will force 
industry to become more efficient. It was this 
improved efficiency that was to enable Indian 
industry to carve out a niche for itself in the world 
market. But with the option of much higher returns 
in the stock market, industry could respond to 
increased competition by merely investing in 
portfolio management schemes, as several public 
sector units preferred to do. One possible outcome 
of this scenario was that increased competition in 
the domestic economy would only lead to lower 
long-term industrial growth rates. And the liberalised 
trade regime would only lead to higher imports, 
without any serious effort by Indian industry to find 
a place in the increasingly competitive world 
market. 


Leaving Agriculture Behind 


At a less visible level than the stock scam, the 
basic evident in the sequencing of reforms, with 
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trade and industrial policy gaining precedence over 
agriculture, was also not inevitable. Even if the 
extent of a crisis is taken to be an appropriate 
basis to decide the sequencing of reforms, the 
crisis in the rural economy called for a much 
higher priority being given to agriculture. Despite a 
sequence of three good monsoons and a not-so- 
bad one beginning in 1988, by 1992 the 
government was forced to consider importing 
foodgrains. The raising yields concealed more about 
the health of the agricultural sector than they 
revealed. In an economy where the farmers at the 
lower end of the yields spectrum were being forced 
out of cultivation by factors like the declining quality 
of land due to environmental degradation as well 
as the rising costs of cultivation, the higher 
average yields could have been merely the result 
of the higher yielding lands alone being viable for 
cultivation. And the impact of this inefficient, though 
high-yielding, agriculture was felt on other sectors 
of the economy. The trend to leave land fallow 
raised the number of persons dependent on a unit 
of cultivated land. This increased the pressure on 
the per capital earnings of the rural sector. In the 
absence of an effective policy package to improve 
the efficiency of this sector, there was a tendency 
in political circles to fall back on the practice of 
providing relief, thereby transferring this pressure on 
to the fiscal deficit. 


The official preoccupation with price policy for 
intervention in the agricultural sector was also not 
without its adverse consequences. As a short-term 
measure, to compensate for the declining returns to 
the farmer, this approach could not, perhaps,- have 
-been judged too harshly. But with other more 
investment-oriented measures of government 
intervention in the rural economy losing their 
momentum, agricultural price policy had, over the 
years, become the primary instrument of 
government policy. Such a dependence on 
agricultural price policy as the mechanism to 
improve returns had, over time, very distinct 
negative effects. This policy exerted an upward 
pressure on prices, a pressure that increased in 
poor agricultural years. Poor average yields meant 
higher costs per unit of output, thereby increasing 
the pressure to raise procurement prices. While this 
pressure was understandably difficult to resist in 
bad agricultural years there was no similar pressure 
to ensure that the benefits of lower costs per unit 
of output in a good year were reflected in 
procurement prices. A price policy that was subject 
to only upward pressure encouraged a disregard for 
cost saving in Indian agriculture. 
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More important, in a system of family-based farms 
which dominated Indian agriculture, the family 
labour that the farm used, either for direct 
Cultivation or supervision of farming, was often 
determined by the number of family members that 
a farm could support. As the family did not need 


to use even a portion of unexpectedly beneficial 


returns of a good year to protect itself against the 
risk of a bad year, it encouraged the tendency to 
increase the number of family members used on a 
farm. It thus reduced the pressure on farmers to 
move out of agriculture and may even have helped 
keep the degree of labour dependent on agriculture 
at levels greater than an efficient agriculture 
required. 


Indeed, the method of cost-plus pricing also 
resulted in the additional labour costs exerting 
further pressure on prices. And the guarantee of a 
return over and above the costs ensured that there 
was no disincentive to choosing high-cost 
technologies. This preference for high-cost 
technologies and higher labour costs than 
necessary, pushed the prices of agricultural 
commodities to levels which the market found 
difficult to sustain. Within the domestic market, this. 
increase was offset through food subsidies. But it 
automatically placed a limit on the possibility of 
exports of several agricultural commodities. In the 
immediate aftermath of the devaluation of 1991 this 
limit may not have been visible, but a price 
advantage in the international market brought about. 
by a sharp fall in the value of the rupee was 
hardly a long-term solution to the problem of rising 
costs. In other words, the attempt to meet the 
challenge of declining returns through the medium 
of prices contributed to inefficient agriculture, and 
in the long run, by acting as a disincentive for 
exports, this strategy also placed limits on the 
market for Indian agricultural products, even when 
they were produced in the most technologically 
advanced agricultural regions. 


These dangers may have been pushed into the 
background by the series of good monsoons 
beginning in 1988, which apart from increasing 
production, also increased it in the most volatile 
dryland regions. But as soon as the monsoons 
became less favourable the crisis began to surface. 


The impact of a high-cost agriculture on the 
balance of payments crisis also did not often 
receive the attention in deserved. The share of 
agricultural and allied products in exports declined 
quite sharply during the eighties from 30.65 percent 
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of export in 1980-81 to less than 20 percent in 
1990-91.’ While the growing importance of the 
manufacturing sector in exports may be considered 
normal, and even desirable, the shift was not only 
because the export of manufactured goods grew 
more sharply. Several specific items, especially 
among the spices, registered sharp declines. In an 
export basket where agricultural products were still 
not completely insignificant, a less than adequate 
performance in this sector could slow down the 
growth of exports as a whole. 


Apart from the sectorial sequencing of reforms 
which was not explicitly justified-Dr. Manmohan 
Singh’s 1992-93 budget speech, infact, spoke of 
how crucial the agriculture sector was-the reform 
package also considered some linkages carefully, 
but ignored others. In continuation of the low 
priority for the rural economy the impact of a high- 
cost agriculture on industry received little attention. 
There was a distinct possibility at the time of the 
reform that industries based on a high-cost 
agriculture would not be competitive internationally. 
The effect of high-cost inputs on agro-processing 
industries had been seen in the case of the 
cashew industry. In the past, the higher cost of 
domestic raw cashew-nuts had often led to 
demands for greater imports. A major segment of 
the benefits from the higher exports of cashew 
kernels was lost in the costs of imports of raw 
cashew, which in 1990-91 amounted to nearly 30 
percent of the value of exports.? The effects of a 
high cost agriculture also extended beyond the 
agro-processing sector. A general rise in the prices 
of agricultural products created a climate for 
demands for higher wages in the rest of the 
economy. 


And the ability to use the buffer stock to keep 
agricultural prices down had already been adversely 
affected by a series of factors ranging from the 
constraints on production to the greater 
consumption within the rural sector; the latter being 
the consequence of the larger number of persons 
dependent on a unit of land in agriculture. These 
pressures would have been further accentuated 
from the demand side, even without a decline in 
per caita availability, if the reforms did result in 
industrial growth, thereby further increasing the 
demand for foodgrains. 


Widening Regional Disparities 
The tendency to ignore some aspects of economic 


management may have been most striking in 
agriculture, but it was not confined to this sector. 
The new industrial policy did not hide the fact that 
issues related to industrial location had been 
dropped down the list of priorities. To an extent 
this relegation was an inevitable consequence of 
delicensing. The incentives that were based on 
licensing automatically became irrelevant, and 
delicensing industries for FERA (Foreign Exchange 
Regulation Act) and MRTP (Monopoly and 
Restrictive Trade Practices) companies if the units 
were set up in notified backward areas had been 
a major component of industrial location policy. But 
the change in the attitude to industrial location 
went beyond the requirements of delicensing. The 
industrial policy reflected a clear shift in priorities 
towards defining the areas where industries could 
not come up rather than where they should. No 
approvals were required for setting up industries in 
cities other than those with a population of one 
million and above. And even in the 23 cities that 
met this criterion in the 1991 census, the possibility 
of the restrictions being further diluted in practice 
was kept open. The industrial policy was clear that 
the location considerations were to be flexible in 
those million plus cities that were seen to be in 
need of industrial regeneration. The policy did 
mention the need to use appropriate incentives and 
the design of investments in infrastructure 


development to spread industrialisation to rural and 


backward areas, but the relatively low priority for 
this aspect of the policy was evident in the low 
allocations for both locational incentives and 
investment in infrastructure in the accompanying 
budget. The primary purpose of the policy on 
industrial location had shifted to reducing the costs 
of growth on the environment and on urban 
congestion. The emphasis was now on zoning and 
land use legislation as well as on environmental 
legislation. This emphasis was also reflected in the 
prior designated industrial estates and non-polluting 
industries such as electronics, computer software 
and printing being exempted from the condition that 
industries could not come up within 25 kilometres 
of the periphery of million plus cities. 


In the absence of an effective policy to spread 
industries to backward areas, the policy package 
encouraged new industries to gravitate towards the 
already well-established industrial centres which had 
a well-developed infrastructure. At the same time, 
with the private sector entering the infrastructure 
sector, there was an economic rationale for 
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investment to tend towards the regions where the 
demand for infrastructure was the greatest. Sincé 
these regions were likely to be the ones that were 
already industrialised, there was an in-built tendency 
towards a new cycle of industry chasing 
infrastructure, and infrastructure, in turn chasing 
other industries. The redefinition of the priorities of 
the public sector could also have been expected to 
help this increased concentration of industries. In 
the past, the public sector had played a major role 
in the development of new industrial centres. The 
development of Bangalore, to cite an oft quoted 
example, owed a great deal to the sustained 
investment in the public sector industries around 
the city in the fifties. But with the public sector 
being encouraged to follow the signals of the 
market, public investment could not have followed 
a pattern very different from that of the private 
sector. There was little reason for a public sector 
unit to try to modify directions given by the market 
when it was threatened with the same risk of 
closure as the private sector. 


To the extent that this policy led to a rapid 
concentration of new units around major urban 
industrial centres, the costs would only have been 
in terms on increasing the urban crisis and 
worsening the environment, factors that are widely 
acknowledged as the costs of growth and which 
the new location policy could claim to have taken 
into account. But the problem went beyond new 
units. A necessary consequence of the increased 
competition envisaged in the economic reform was 


the closure-whether officially acknowedged or not- 


of units that could not complete. If units closed 
down in one region and new ones opened in 
another-the two wheeler industry being among the 
early examples-locational dimension was added to 
. the problem of shifting the workforce from one unit 
to another. In its mild form this problem could 
occur when a region faced a closure of old units 
in a particular industry, but this was compensated 
by the setting up of new units in another industry. 
In such cases the locational dimension could be 
removed by an appropriate retraining programme, 
though this was not easy if a low-technology 
industry was closing down while the new units 
were emerging in, to give an example, computer 
software. But the problem acquired serious 
dimensions if a pattern emerged in which .the units 
closing down were generally in backward areas 
while the new units were concentrated in new 
industrial centres. And the reforms, in fact, 
encouraged such a trend. Units in backward areas 


often accepted the higher costs of operating from - 
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these regions as this was a means of gaining a 
license in some industries. Without the burden of 
licensing, new units in the same industries had the 
advantage of being located at centres with superior 
infrastructure. Indeed, several older units located in 
backward areas may not have been in a position 


to overcome this locational handicap. In other 


words, while high growth rates could ensure that 
the already developed areas developed further, the 
growth rates alone could not guarantee that the 
less developed areas would not become even less 
developed. 


This inequity of the reform package was 
strengthened by some of its other biases, 
particularly its essentially conservative character as 


_ well as its inability or unwillingness to look beyond 


concepts of reforms that originated in the West. 
This was perhaps most evident in the response of 
the reformers to the obvious, virtually inevitable, 
process of industrialisation involving a shift away 
from agriculture and towards industry. By merely 
stating the need for agrarian reform without 
stressing the need to redefine some of its 
components, the reformers in effect endorsed 
existing tenancy legislation. This attitude to tenancy 
discouraged a farmer from leasing out land that he 
could no longer afford to cultivate. in the traditional 
way. In areas where the farmers had the option of 
growing tree crops the consequences may not have 
been adverse as such long-term crops could leave 
them free to supplement their income from 
economic activities outside the farm. But such 
viable options did not always exist. Indeed, the 
rising trend in fallows, despite the growing pressure 
on land, suggests that farmers may have been 
forced to keep their land fallow. The only point of 
exit from agriculture in such cases was when the 
farmer could no longer afford to keep his land 
uncultivated. Following the: land-to-the-tenant policy 
to its extreme contributed to a situation where the 
distress sale of land was the only exit from 
agriculture. 


The middle path reflected in the reform process 
was thus flawed at several levels. The sequencing 
of the reform was determined more by the 
articulation of the crisis rather than by a long-term 
perspective of the need for change. This approach 
to economic reforms ignored some aspects of, the 
crisis and accentuated others. This approach may 
have set in motion new processes of interaction 
between different sectors of the economy, the 
consequences of which were not fully explored. 
With this exercise being carried out primarily in an 
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economists's strait-jacket, without even a cursory 
attempt to foresee its impact on society and the 
polity, its social and political consequences 
remained unpredictable. While the macroeconomic 
expertise evident in the exercise was undoubtedly 
necessary to manage the severe macroeconomic 
imbalances, the tendency to confine the reform 
process to the realm of macroeconomics resulted 
in far too many economic, social and political 
aspects of the crisis being brushed under the 


carpet. 


The Multiplicity of Alternative Middle Paths 


The flawed path chosen by India’s economic 
reformers was not without alternatives. There were 
middie paths, other than the one chosen, that were 


available. Indeed, if we build the case for reform © 


around the model followed soon _ after 
Independence, it is only natural to expect that the 
alternatives that were rejected at that time received 
a closer look. And the Gandhian alternative was, in 
fact, opposed to some of the basic elements of 
the post-Independence model that went wrong. The 
need for decentralisation instead of a centralised 
state-dominated system, the emphasis on living 
within one’s means instead of the environmentally 
unsustainable methods that were followed, and the 
importance of the situational aspects instead of the 
mechanical implementation of bureaucratic rules, 
were all areas where Gandhians could claim, with 
some justification, ‘that post- Independence history 
had supported their view to elaborate this 
judgement, or to consider how Gandhian methods 
could function in modern economies, would call for 
too great a disgression from out primary concerns 


in this easy. It is enough, for our purpose, to. point 


out that other more decentralised options were 
available. It was possible, for instance, for the 
reforms to. start by concentrating on developing a 
more productive agriculture that made efficient use 
of all resources, without increasing inequity. And the 
surplus that such an agriculture would have 
generated, as well as the resources (including 


labour) that an efficient agriculture would no longer 
have required, could then have been transferred to- 


industry with the least social costs. 


Such a package of reforms would have been quite 
Practical, though it may have required a break from 
conventional wisdom. When viewed in terms of 
traditional categories of analysing the agrarian 
system, the course of action outlined above would 
appear to have inherent contradictions. The search 
for efficiency appears to require contradictory 
measures to those required to promote equity. On 
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the one ‘hand, it is unlikely that a sustained 
increase in farm efficiency would have been 
possible without utilising the economies of scale. 
The inverse relationship between farm size and 
productivity was not, after all, established for most 
regions. And even for those regions the 
explanations that were provided for the relationship 
generally related to the poorer farmers obtaining 
higher yields per hectare primarily because they 
were wiling to work the land long after the richer 
farmers found it unviable. There was thus little 


reason to doubt that a modern mechanised 


agriculture would prove to be more efficient on 
larger farms. On the other hand, the objective of 
equity in agriculture was traditionally sought to be 
achieved through the distribution of land into a 
large number of small farms. Similarly, there would 
appear to have been an inherent contradiction 
between the need to protect the poorest among 
the farmers from the costs of industrialisation and 
the search for efficiency. An efficient system 
would necessarily have made inefficient farmers 
unviable. And to the extent that the access to 
resources could be a major factor determining 
efficiency, the poorer farmers with less access to 
land credit and other resources were more likely to 
be proved inefficient. In the perception an efficient 
agriculture would necessarily have implied forcing a 
poorer farmer to leave agriculture by selling his 
land. 


Such apparent contradictions are largely the result 
of old intellectual habits, including the tendency to 
gloss over the distinction between ownership and 
control. Agrarian reforms strategies in India were 
based on the premise that differences between 
ownership and control were minimal. Thus, it was 
assumed that small ownership farms necessarily 
implied small operational farms. If however the 
difference between the size of operational farms 
and the size of ownership farms. was allowed, even 
encouraged, to grow, much of the apparent 
contradiction between equity and efficiency would 
have disappeared. The equity objective could have 
been met by the equitable distribution of returns, 
which in turn was linked to ownership of land or 
other resources. Economies of scale, on the other 
hand, were linked to the size of agricultural 
operations. In other words, since the efficiency 
objective was related to the size of the operational 
holding and the equity objective was linked to the 
size of the ownership holding, it should have been 
possible to meet both objectives if the size of the 
ownership holding was delinked from the size of 
the operational holding. 
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A more modern agrarian reform could well have 
brought about such a delinking. While it was 
generally acknowedged that large areas under a 
single owner could be made into smaller 
operational holdings, little was done to exploit the 
potential of the reverse phenomenon of small 
ownership farms being brought into a single large 
operational holding through a process of leasing. 
The objective of tenancy reform could have been 
changed from providing land-to-the-tenant to 
protecting the interests of both the tenant and the 
landowner. This could have been achieved if all 
tenancies were registered and an equitable 
distribution of the returns to production enforced. 
Such a process would have also ensured that the 
implementation of a strict, stringent ceiling 
legislation could not have been countered on the 
grounds. of reducing holdings to unviable sizes, as 
the growth in the size of operational holdings could 
occur alongside the fragmentation of ownership 
holdings. A process of using leasing to consolidate 
operational holdings would have also offered to the 
smaller farmers, who had inadequate access to 
resources, the option of leasing out their land when 
they undertook other economic activities. This would 
have allowed these farmers to continue getting 
returns from land even as they themselves exited 
from agriculture and since these returns would have 
gone to persons who were engaged in non- 
agricultural activities, it would also have aided the 
movement of surplus labour away from agriculture. 


The social costs of absorbing surplus labour 
released from agriculture could also have been 
reduced if the geographicai distance over which this 
labour was shifted was kept as small a possible 
through a more active industrial location policy. 
Here again, the conflict between a fresh 
government initiative in location, such as a 
substantial increase in the number of growth 
centres, and the process of liberalisation was 
exaggerated. Indeed, there were several aspects of 
the liberalisation process that made a major new 
thrust in location policy easier. For instance, the 
resource constraint in implementing the growth 
centres programme more effectively would have 
eased if the private sector participation in the 
infrastructure sector helped reduce the demand for 
government investment in the already developed 
areas. The reform process also provided new 
options for financing the growth centres programme. 
The private sector's entry into infrastructure areas 
should have allowed the government to use private 
capital in those growth centres where the 
responsiveness of private investment to an initial 


government investment was high. This was likely to 
be true in regions where non-industrial capital was 
available. Indeed, the emergence of Ludhiana as a 
million plus city in the 1991 census suggests the 
existence of such potential. The effective utilisation 
of private capital in such centres would have 
allowed the government to pay greater attention to 
other growth centres where this potential did not 
exist. And there may also have been scope to 
ease the pressure of government resources by 
using on-financial incentives to make investments in 
widely dispersed areas more attractive. There were 
some areas where resources that would otherwise 
have been wasted could have been offered as an 
incentive for location near the source. In the case 
of power generation, for instance, it should have 
been possible to pass on the benefits of lower 
transmission and distribution losses, on power 
supplied to units cose to the generating station, as 
an incentive for locating industries in that region. 


It is thus not very difficult to identify a middle path 
which is very different from the path chosen by the 
authors of economic reform in India. In these 
circumstances the reformers’ efforts to present their 
choice as the only pragmatic one was little more 
than an attempt to convert a consensus on the 
need for change into a consensus on the direction 


‘of change. The very large number of choices 


involved, which were influenced by social, political 
and ideological considerations, were rarely 
individually debated. The choieces were, often 
unjustifiably, considered the inevitable consequences 
of the desire for change. 


Economic Reform as a Continuous Process 


In developing a critique of a reform process it is 
tempting to present another specific middle path as 
an alternative that would be free of fault. It is 
quite possible that an approach such as the one 
detailed in the previous section may have had less 
social costs than the set of reform measures that 
was implemented. A reform process, that began 
from the more backward areas of the economy 
and opened them up to the most advanced 
technologies available in the world, would have paid 
far greater attention to the linkages between 
different aspects of the reforms than the 
conservative approach adopted by the policy-makers 
in the second half of the eighties and the early 
nineties. 


But in choosing an alternative it is important to 
remember another lesson of the initial phase of 
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economic reforms, including an alternative to the 
reforms that were initiated in India, is just one of 
a multiplicity of alternatives that are possible. And 
terms like pragmatism or a middle path are 
inadequate characteristics with which to determine 
the ideal reform. Merely choasing a middle path by 
avoiding the extremes is not a sufficient guide to 
policy-making. Indeed, there may even be situations 
where a resort to an extreme position may be 
necessary. For that matter, what is considered an 
extreme position may itself be influenced by the 
situation in which the assessment is made. At a 
time when there is very, little domestic private 
investment available, self-reliance may require 
massive public sector investment and a climate of 
extreme protection. Once domestic private capital 
grows, the same levels of protection and reliance 
on public investment may keep domestic industry 
from reaching world standards of efficiency. In such 
a case, if industry cannot produce exportable 
commodities that can earn foreign exchange for 
essential imports and reduce the reliance on foreign 
debt, the policy of excessive protection may well 
work against self-reliance. | 


This situational dimension of economic policy is not 
confined to long-term structural changes. In the 
regular management of the economy to a measure 
that is valid in one context can become an 
extreme one as the context changes. A tight 
money policy as the major focus of inflation control 
can be quite effective. at a time of excess liquidity 


in the economy. But the continuation of this policy 


beyond a certain level, but imposing ever-increasing 
restrictions on the availability of investable funds, 
would constrain the growth in industrial production. 
Indeed, in the early years of liberalisation an 
excessively tight monetary policy will delay the 
process of increasing competition, both because the 
availability of funds is a major factor in investment 
decisions and because a depressed demand would 
make normally profitable industries seem unviable. 
Inadequate production will add on to the inflationary 
pressures, thereby placing the economy well on the 
road to stagnation. 


The vast diversity of the Indian economy further 


heightens the need for a more situational view of 
the reforms. The response to diversity in the initial 
phase of India’s reform, was to expand the list of 
objectives. The stated objectives of the reforms 
were vast and, especially where the need for 
popular approval was high, could be all- 
encompassing. But such a listing did not reveal the 
actual priorities. In his budget speech for 1992-93. 


Dr. Manmohan Singh stated that ‘agriculture is the 
foundation of our national prosperity and no 
strategy of economic development can succeed in 
our country if it does not ensure rapid growth of 
production and employment in agriculture.’ This 


statement did not, after all, reflect the low priority 


for this sector in the government's policies of. that 
period. And the impact of the government's 
effective priorities was also not even. Given the 
vast number of interactions that were possible 
between different sectors of the economy, the 
impact of these priorities was very different in 
different regions. The regions with a strong 
industrial base reacted differently from regions with 
a well-developed agriculture, and the impact of the 
reforms on both was very different from the results 
of the new policies on the dry, underdeveloped 
regions. 


An effective reform process can, therefore, hardly. 
afford to ignore the situational dimension . While it 
may be possible to evolve some broad guidelines 
on the desirable direction of change, the pace of 
the reform will need to be much more sensitive to 
local conditions. And the value of a specific policy 
in each area will itself need to be constantly 
reviewed so that a policy is not persisted with after 
it has outlived its utility, or worse, has begun to 
work against its original objectives. In other words, . 
economic reform cannot be seen as a package of 
measures to be foiliowed irrespective of the 
situation at a point of time or place, but must be 
viewed as a continuous process of interaction 
between policy and the economy. | 


Such a continuous process would call for major 
changes in the management of economic reform. It 
would require an accurate monitoring mechanism 
and quick policy responses. A_ centralised 
mechanism to implement the reform would make 
even its monitoring difficult . For example, in 
Karnataka’s experiment with decentralisation in the 
eighties, it was decided that a redetermined share 
of the annual budget of each mandal had to spent 
on the Scheduled Castes and Scheduled Tribes. 
But in practice, this condition was often distorted. 
In one mandal a significant portion of the budget 
was aspect, in accordance with the guidelines, on 
the electrification of the Scheduled Caste colony. 
But this expenditure included the expenditure on 
the electrification of every other part of the village, 
which was carried out in the process of reaching 
the final point situated in the Scheduled Caste 
colony. A meaningful evaluation of a continuous 
reform would thus have to include a continuous 
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monitoring of its impact at a local level. Such 
monitoring can best be done by decentralised 
agencies as they will be -better equipped to tap 
local resources which other agencies may not even 
be aware of. A completely decentralised agricultural 
extension mechanism, based on local cooperative 
effort, is likely to be more aware of local traditional 
practices that may have a scientific basis. 
Decentralised contro! could also lead to more 
efficient management of local resources, especially 
in terms of reducing leakages. A decentralised 
energy cooperative, for instance, is likely to be 
more vigilant over power thefts, as the linkage 
between those benefiting from the thefts and those 
bearing the resultant higher costs is more direct 
and evident. Both the implementation and the 
evaluation of a continuous reform will thus be 
difficult without introducing elements of 
decentralisation in economic management. 


Such decentralisation had, for decades before the 
nineties, been a part of the slogans of Indian 
politics, but it did not make much progress on the 
ground. While regional movements made the state 
governments more powerful vis-a-vis the central 
government the next stage of decentralisation, from 
the state governments to the district and village 
levels, was less successful. Even a state like West 
Bengal, which could claim a significant degree of 
decentralisation of government activity, did not fully 
abandon the centralised state-level control that the 
party network provided. Clearly, the methods of 
coordinating decentralised bodies into a common 
Strategy were not adequately developed, leading to 
a fear that decentralisation would lead to anarchy. 
But the economic basis for this fear was bound to 
decline with liberalisation. A state-controlled 
economy does require some level of centralised 
control to ensure the efficient use of state 
investment within the overall national growth 
strategy that the state puts in place through its 
investment. A system more sensitive to the market, 
on other hand, encourages local economies to 
follow growth impulses that arew generated not only 
at the national but also at the international level. 
As the market takes on the role of an impartial, if 
not always efficient, guide to local economies, there 
is less reason for direct centralised state control. 


This is not to suggest that there is no role for 
monitoring a market economy. If local, markets 
become inefficient they would need intervention by 
local agencies. It is here that the possibility of 
inefficiencies, and worse, on the part of local 
agencies becomes a major threat. This requires 
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mechanisms of evaluating and keeping these 
agencies under check. The most effective such 
mechanism is a process of regular elections. Such 
elections would reflect not only the reaction of the 
local population to the implementation of a pre- 
defined ranking of objectives but could also provide 
an indication of the extent to which they need to 
be modified. Such a mechanism will recognise the 
role of judgement in determining the emphasis that 
is to be placed on each aspect of economic 
management while simultaneously ensuring that 
inadequacies in judgement do not go unquestioned. 
The use of economic mechanisms that allow such 
a major role for local judgement may seem 
unscientific, but they are no less scientific than the 
methods of a doctor who recognises the need for 
continuous monitoring and changing of prescriptions 
for individual patients. 


Such effective decentralisation as a means of 
implementing continuous reform will strengthen local 
social forces and local interest groups. In terms of 
the objectives of both democracy and equity this is 
a desirable trend, but if the emergence are of such 
decentralised groups is not to iead to political 
anarchy, it is essential to absorb then socially and 
politically into the national mainstream. In India, at 
the end of the eighties, this was not an impossible 
task. A multiplicity of local economic interest groups 
resulted in the commonality of interests among the 
various groups changing, depending on the issue in 
question. There were examples of lobbies for 
specific economic interest groups coming together 
on one issue while taking opposite positions on 
another. In a situation where the search for a 
commonality of economic interests led to a 
continuously changing set of social and political 
alliances, an economic basis for a consensual 
approach to economic policy existed. 


It is at the social and political levels that this 
preference for consensus over conflict was less 
developed. The national movement had two clear 
strands. At one end was the attempt to integrate 
all components of Indian society, and at the other 
the focus was on the conflict between India and 
Britain. In the post-Independence era it was the 
conflict aspect that: dominated social and political 
movements. These movements began with an 
attempt to identify grievances of specific social 
groups. This was not difficult insituations of gross 
economic inequalities, as it was in a class conflict 
or in issues related to the Scheduled Castes. But 
this process was, by no means, confined to such 
conflicts. Even when the focus was on, Say, 
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reviving traditional culture, the search for grievances 
continued with a peak probably having been 
reached when the majority community, which 
dominated the economy and society, claimed to be 
aggrieved. This faith of politicians in conflicts was 
strengthened by the absence of’ many examples in 
post-Independence India of movements seeking to 
establish a new social order without going through 
a process of conflict. That Mahatma Gandhi met 
with some success. in using a consensual approach 
to protect the rights of the Harijans was, more 
often than not, dismissed with the cynicism that 
most of his methods received four decades after 
Independence. And there was also little attention 
paid to the non-Indian examples of the success of 
consensual methods. Germany’s influence in a 
united Europe was, by the beginning of the 
nineties, much greater than it was at any time 
during the Third Reich, and the fact that it did so 
through underplaying its areas of conflict with the 
rest of Europe surely had a lesson for countries of 
subcontinental dimensions. 


The use of political processes to monitor and 
respond to economic change calls for a more 
integrated view of the process of continuous reform. 
If the growth resulting from the process of 
economic reform leads to the generation of new 
social groups seeking a new social contract, an 
effective mechanism to enable these groups to do 
so is essential if continuous reform is not to. lead 
to continuous conflict. At the end of the eighties 
such mechanisms did not exist all over the country. 
The post-Independence Indian polity, in fact, played 
down the role of social factors. Even an issue like 
equality was, more often than not, treated as 
almost entirely an economic matter. Equality was 
primarily a matter of introducing a more equitable 
distribution of wealth, either by removing special 
economic privileges, like the privy purses, or by the 
government taking over the means of production. 
The social disparities that did exist were also to be 
removed primarily through economic measures such 
as offering greater economic benefits to the 
Scheduled Castes and Tribes. It was only in the 
late eighties that there was greater recognition of 
the view that inequities in each sphere, economic, 
social, political or cultural-though interlinked-often 
needed to be treated separately. 


In this atmosphere of near economic determinism, 
the role of social groups, especially newy emerging 
groups, tended to be treated as peripheral. For 
example, the view that caste had no role in 
modern Indian society was perhaps best reflected 
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in the official attitude to census statistics. Post- 
Independence census operations did not collect 
caste data in the details that existed in the 1941 
census. Even the alternative of recording caste, 


_while giving the respondents the option of stating 


that thy do not accept caste, was not followed. 
Thus, new social groups, including castes that had 
recently gained in status, tended to rely increasingly 
on violence in the political process to establish their 
new status. This absence of an effective 
mechanism to absorb the social consequences of 
economic change in most of post-independence 
India was particularly unfortunate, as there were 
examples dating back to the pre-independence 
period which showed greater awareness of the 
need for such mechanisms. Some south Indian 
states, which have a pre-Independence history of 
greater sensitivity to social trends, developed 
mechanisms of recognising the growing equality in 
the status of social groups. States like Karnataka 
for long followed a policy of ensuring that castes 
that played an important role in the rural production 
system got a role in the state apparatus. The 
Miller Committee, which was appointed in 1918 to 
go into the question of reservations in princely 
Mysore, recognised that the Brahmins dominated 
the bureaucracy and that other castes which 
dominated the rural production system needed to 
be. represented in the government machinery. It 
thus came up with criteria which kept the Brahmins 
out, but allowed for most of the other castes to 
benefit from reservation. In the post-Independence 


_ period mechanisms were introduced that gave 


weightage to differences that existed among the 
various castes. A similar process also took place 
in states like Tamil Nadu. And for those who 
believe that such mechanims necessarily work | 
against efficiency, it is difficult to prove that the 
administrative system in states like Karnataka and 
Tamil Nadu, that had reservations for the greater 
part of this century, was less efficient than in the 
states that hesitated on reservations. 


The reform of the economic system in a country 
as vast as India thus calls for an approach that 
looks beyond the rather narrow conservatism that 
characterised India’s economic reform in the mid- 
eighties and in the early nineties. The reforms may 
have made some of the adjustments needed for 
the Indian economy to come to terms with the 
changing conditions both within the country and 
without. But the list of such adjustments was far 
from complete; and the sequencing was excessively 
dependent on the articulation of a particular 
problem in both the political and intellectual fields. 
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By not acknowledging the value of continuous 
interaction between policy and the economy for a 
successful and smooth reform, the policy-makers 
condemned themselves to progress in fits and 
Starts with the reform only moving forward when 
the package the reformers had to offer happened 


to coincide with the policies the specific social, 
economic and political situation demanded. Sadly, 
the economic policy-makers preferred an ostrich-like 
attitude to political processes, never daring to use 
the political forces released by a consolidating 
democracy as a vehicle for economic reform. 
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Towards an Alternative 
Package 
- Rajani Kothari 


Growing Amnesia 
Published by Viking Penguin India 


There has been a lot of thought given to such a 
‘challenge of change’, both at the macro level in 
terms of an alterative set of policies and at the 
micro level in terms of new experiments and 
initiatives by highly experienced individuals who 
have committed themselves to realize their dreams 
on the ground. The former includes employment 
generation based on the ‘right to work’, 
redistributive justice based on both restructuring of 
class relations at local levels and access to vital 
resources like land, water and common property 
resources. It replaces the economistic conception of 
development based on accumulation and investment 
per se by a _ socio-political approach that 
emphasizes equity as an engine of growth. It 
emphasizes peoples participation in development 
based on the ‘right to development’ which considers 
it a human right instead of a techno-managerial fix. 
It calls for the adoption of a more federal and 
decentralized model of governance in which the 
people come forward with their own solutions to 
the problems they face through direct access to 
political power and through that to economic power 
as well. It seeks the opening up of channels of 
communication and knowedge about issues directly 
affecting the poor through the ‘right to informaticn’. 
And, through all this, it aims at removing the 
present imbalances between urban and rural areas, 
between communities and regions and of course 
between the mass of the poor and the upper and 
middie classes who have so far succeeded in pre- 
empting opportunities and resources and excluding 
the rest from both the arena of the State and the 
arena of ‘development’. This situation has got 
further accentuated in the current flourish for 
integration into the world economy. 


Fortunately, this last effort of the Indian elite being 
bailed out by global and ‘globalizing’ interests has 
led to a considerable build-up of opinion against it 
and this in turn -- is crucial for us from the point 
of view of the poor -- has once again generated 
interest in questioning the whole model of 
development that we had adopted and which was 
then hijacked by the high consumption elite -- 
landing us in a debt trap and a serious BOP crisis 


-- and in the need to move towards an alternative 
strategy of development. 


Micro Initiatives 


This may be a good point at which to draw upon 
some of the more interesting efforts at ‘alternative 
development’ that have been tried out in diverse 
social and regional settings and in which different 
kinds of actors -- from activists to bureaucrats to 


struggling masses -- have been involved. 


There are of course a whoie series of highly 
innovative ‘experiments’. There are the widely 
documented ecological breakthroughs achieved in 
the Chipko movement, both through the larger 
efforts of Sunderlal Bahuguna and others at 
inspiring people to engage in building a new kind 
of community that is at once conducive to nature 
and struggling against all kinds of vices and 
detractions (from drinking to marketization) and 
through the patient and persistent efforts of people 
like V. D. Saklani to resuscitate nature from a 
state of total erosion to its full glory. There is the 
equally widely acclaimed model village of Ralegaon 
Shindi in the Parner tehsil of Ahmednagar under 
the inspiring leadership of Annasaheb Hazare, 
giving us a truly self-reliant, socially non-exploitative, 
environmentally non-toxic and politically resilient 
community. 


There are many other experiments providing us 
with a typical and ‘out of this world’ efforts. But 
there are also a whole series of efforts by simple 
folk. A Harijan teacher, in Rasmal Nasirpur near 
Mathura, rising from a sub-human background of 
filth, deprivation and social ostracism, by the sheer 
dint of his perseverance, rising to not just 
overcome both social and official attitudes but 
building a ‘model school where Thakurs, Brahmins 
and Banias vie to send their children to his school. 
A simple social service organization, in 
impoverished Vypeen island (close to Kochi in 
Kerala), by just spreading information on a variety 
of government schemes meant to help poverty- 
stricken slum dwellers, at once stopping the exodus 
from the village _nd opening up employment and 
income generating opportunities in the village, 
ultimately helped lead to a ‘come back to the 
village’ movement. A traditional village community in 
Nagaland launching a modern equivalent called the 
Common Fund Programme of an ancient practice 
under which the village assembly was the custodian 
of common belongings of the village, both rejecting 
the industrialistic ethic of modernity and replacing 
government planning by people's participation, in the 
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process answered the key question: poverty is to 
be eradicated but is there enough fellow feeling for 
the poor, or if people’s participation is the new 
slogan, should not the poor themselves insist on 
removing poverty? 


Then there are a whole series of small and 
localized efforts that question macro thinking. A 
movement of committed Gandhians located in 
Gujarat stridently working towards delegitimizing the 
excesses of modern technology, especially nuclear 
technology, through a cycle yatra. An equally 
strident movement on behalf of the tribals not just 
opposing wrong developmental decisions like the 
setting up of a steel plant in the private sector 
with foreign collaboration that threatened to forcibly 
displace and evict entire communities as happened 
in Mavalibhata in the Bastar district of Madhya 
Pradesh, but also calling into question the whole 
model of development that has engendered such 
decisions. The efforts of: a ‘peopie’s Collector’ in 
the Nilgiris district who, given the mandate of 
solving the problem of preventing alienation of tribal 
land and convinced of the rights of the tribals 
under the. Indian Constitution, went about his task 
so methodically and with such vigour that all efforts 
to transfer him led to massive indictment from 
various quarters and when he was finally 
transferred under the pressure of vested interests, 
led to a virtual ‘people’s movement’ against such 
action. Or the a typical undertaking by a Professor 
(and that too from the Indian Institute of 
Management, Ahmedabad) to document various 
people’s initiatives in mobilizing traditional knowledge 
ranging from organic farming and pesticides to 
engineering and industry through Honey Bee (a 
journal brought out in six languages) that not only 
documents and disseminates innovations produced 
by farmers and artisans but also lobbies ‘for 
- protecting the intellectual property rights of 
grassroot innovators’. These efforts are varied, 
continuous, together providing a countervailing 
culture of development against the dominant one. 


What is presented here is no more than a limited 
cross-section of ‘people’s initiatives’, the ‘people’ 
including both the poor and the dispossessed and 
the sensitive and highly movitated individuals placed 
in positions of power and influence who however 
refuse to be part of the exploitative structure of 
‘development’ and of the ‘State’. 


Towards an Alternative Policy Frame 


There are many people who feel that impressive 
as the various micro experiments -are, and 
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exemplary as the individual initiatives on behalf of 
the poor and the oppressed are, these are still 
fragmented and often isolated efforts and unless 
there is scope for either replicating individual efforts 
on a wider scale or persuading the ‘system’ to 
adopt the perspectives underlying them, there is not 
much hope for transforming the social reality in any - 
significant way. There is much force in this 
observation but for two points. First, that had it not 
been for these diverse ‘grassroots’ interventions 
which incidentally are spreading and involving 
literally thousands of ‘activists’ the situation facing 
the mass of the people, given the growing 
exploitation and repression of the larger system, | 
would have been far too serious to contemplate or 
withstand. Second, to the extent that these 
initiatives work, open up spaces and create hope, 
they make it possible for those committed to an 
alternative mode! of development to keep struggling 
against the ‘system’. And yet, having made these 
points, there is little doubt that one should keep 
working towards laying out the broad framework of 
an alternative perspective. In what follows, | have 
provided a modest statement of such a perspective 
in the form of a set of policy parameters, again 
not in the form of some grand utopian model as 
in terms of a set of principles and foci of a 
development effort meant to fulfil basic needs and 
respond to minimal demands of the people. 


Focus on Man 


The prime concern of economic policy for a just 
social order ought to be to generate employment 
that is at least able to absorb the new additions to 
the adult population. And, where there is a 
substantial backlog of unemployment and 
underemployment, to absorb as large a segment of 
that as is possible to do by a sheer shifting of the 
focus of development to employment instead of 
growth per se. The major source of injustice today 
is to be found not so much in a condition of 
general scarcity as in the fact of diminishing 
marginal utility of man as such, in the fact that 
hundreds of millions of people throughout the world 
find themselves idie and useless, often in the very 
prime of their youth. 


Agricultural Transformation 


The major impetus for such employment will have 
to come from a transformation of the agricultural 
sector, converting it from an area of stagnation to 
a catalyst for growth. While the new technology 
associated with the Green Revolution may have 
provided a major breakthrough for nations wanting 
to achieve self- sufficiency as well as for raising 
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the status of agriculture in national priorities, there 
‘is need to adopt these practices with conscious 
care and to adapt them to fulfil social goals. They 
must substantially raise employment and the 
incomes of the poor, not just aggregate output. 
Beyond availing of the new inputs there is need to 
attend to other practices: crop differentiation that 
can increase the amount of labour needed per 
acre of land and raise the income of labourers, 
development of water resources that are suited to 
the needs of small farmers and tenants, 
encouragement of farm practices that are labour- 
intensive, discouragement of mechanization that is 
labour-replacing and the provision of relevant credit 
and infrastructural inputs for the small cultivators. 
This, in turn, calls for the other package of 
measures known as land reforms, so that the 
‘benefits of the Green Revolution are widely 
dispersed instead of being pre-empted by the well- 
to-do farmers as has occurred so far, so that the 
rural, social: and economic structure becomes more 
egalitarian, and so that the available land is able to 
provide employment and a minimum income to 
millions more than is presently the case. 


Rural Industrialization 


In large parts of the world it is safe to predict that 
the sum total of reforms involved in the new 
’ agricultural technology and redistributive legislation 
will not be enough to sustain a growing population 
on land. Studies. from several countries on 
manpower absorption by different sectors of an 
economy show conclusively that, except in places 
with very low density and large surpluses of land, 
there comes a stage when agriculture begins to 
absorb a diminishing proportion of the rising 
population. It does not follow from this, however, 
that those not engaged in agriculture should take 
to the cities for jobs in modern industries, for the 
fact is that the latter are better employers of 
machines than of human beings. And, in any 
case,the investment needed to generate the needed 
employment through modern industry is of a scale 


that few among the poorer countries can afford 
except by large-scale import of foreign capital, . 


which entails serious costs from the point of view 
of both equity and self-reliance. | 


The usual haphazard growth of towns and cities 
that takes place in the absence. of conscious policy 
results in their getting trapped into what are 
essentially parasitic spots where middlemen bring 
the flashy output of industries from large cities 
(which cannot be realized any more) and tempt 
villagers into buying them at exorbitant prices. This 
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should give place to a conscious policy of 
decentralized industrial development and location so 
that urban growth becomes complementary to rural 
development and contributes further to the growth 
of employment and incomes of the poorer strata. 
The encouragement of self-employed artisans, the 
cultivation of the finer arts and crafts according to 
different national traditions, and the growth of new 
and small-scale industries for the manufacture of 
goods needed by the. local people can provide the 


basis for such regeneration. 


Social Continuum 


The crux of such a combination of policies 
designed to raise employment and alleviate mass 
poverty is to put agricultural and rural development 


-at the core of public policy. But there is a 


counterpart to this approach in the area of urban 
development and industrial policy as well. Apart 
from heavy industries that require large capital 
inputs and centralized organization, industrial 
development should be employment-oriented as 
much as possible, should produce goods that are 
needed by a large strata of the population rather 
than by a small middie class, and should be widely 
dispersed so that the employment that it generates 
benefits all areas rather than being concentrated in 
a few cities or regions as is the case today. 
Regional disparities constitute a crucial dimension 
of social injustice and its visibility. Most of the 
favoured regions are those with large urban 
centres. 


Socially, this means that the present duality of city 
and countryside must give place to a continuum in 
which the Green Revolution (and its necessary 
concomitants in livestock and_ horticultural 
development) regenerates the villages, small-scale 
and medium industries are located in the towns, 
and large-scale industries that necessitate heavy 
inputs of capital and high technical efficiency are 
located in the cities. As such a fusion between 
industry and agriculture takes place, further 
intermediate links in this continuum_rural social 
structures in towns, urban amenities in villages_can 
develop, thus combining the potentialities of both 
rural and urban life and producing a composite and 
integrated culture. 


So conceived, the emerging social reality will not 
be one made of millions of self-contained villages 
(as was Gandhi's dream which cannot be realized 
any more) but, rather, one of thousands of small 
nucleating towns towards which the rural landscape 
gravitates, thus doing away with both the present — 
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duality of metropolitan and rural cultures, limiting 
the large size and concentrated location to just the 
industries that cannot do without them, while at the 
same time enlarging the size and horizon of rural 
communities, and providing them with the 
necessary infrastructure of welfare and 
communication facilities. Such a spatial continuum_ 
‘supported by a decentralized structure of 
community decision-making as argued below_would 
provide the necessary framework for the techno- 
economic alternative to the present dualist model of 
city versus countryside. 


Policy on Education 


It is not simply by altering the economic basis of 
rural-urban relationships that a more just social 
order can be created. We also need to alter the 
cultural underpinnings of the present patterns of 
dominance and disparity. An important aspect of 
the sharp duality of lifestyles and living standards 
is the nature of the educational system whose aim 
continues to be to produce colonial-type gentlemen, 
disorientated from the larger society and constituting 
a class apart. Meanwhile, a majority of the 
population continues to be illiterate and unskilled. 
Studies in this area suggest that expansion of 
literacy and primary education produce very rich 
and rapid dividends; acquisition of a minimum 
educational level greatly raises a person's skills and 
his capacity to enter the employment market; it 
also raises his sense of potency and his ability to 
relate himself to the outside world, his sense of 
political efficacy, and his general self-confidence and 
sense of dignity. As | have argued earlier in this 
essay, crucial to empowering the poor in their 
struggles against exploitation are access to basic 
education, health, housing and other social 
prerequisites. This is central to the need to think 
of poverty as a social phenomenon and of coming 
forward with a social policy to deal with it. 


There is need to give special attention to the 
education of women. In most parts of the 
developing world, women are less educated than 
men, in countries with low literacy levels women 
are far less literate than men, and within the 
depressed social strata and ethnic minorities in 
these countries, the gap is even more pronounced. 
These gaps in education among women and 
between them and men are an important source of 
the persisting duality of cultures, economic levels 
and consumption standards. The latter more often 
than not is a direct function of the perennial 
shopping to which the educated women are so 
addicted. These differences also account for the 


wide divergences in the way children of the rich 
and the poor are brought up, thus perpetuating 
sharp disparities for decades to come. A greater 
attention to raising the educational levels of women 
and mothers from the poor, underprivileged and 
conservative strata of society can spin off a major 
process of social reconstruction. 


Ethic of Consumption 


As serious as the gaps in the literary culture are 
the gaps in the material culture that divide the 
urbanized upper and middle classes from the 
people. Perhaps the most important and glaring 
contrast in a poor country is caused by the 
extraordinary consumption levels and material 
possessions of the richer and high-status groups, 
following almost in toto the standards set by the 
high-consumption societies. The lust for things and 
for more and more things has become so myopic 
that it has given rise to all kinds of unethical 
practices, chief among these being large incidence 
of corruption among public officials and a thriving 
black money economy that is sustained by the 
availability of a large array of luxury consumer 
goods. 


Apart from the vulgarity of such ostentatious living 
in societies characterized by massive poverty and 
malnutrition and apart from the creeping corruption 
to which it gives rise, such standards of 
consumption also undermine the whole fabric of 
economic policy. If a massive programme of 
employment and social welfare is to be generated, 
a high rate of savings and capital accumulation will 
be necessary. This implies a large dose of taxation 
of the rich as well as a high rate of savings 
among those with large incomes.. But it also 
implies a restraint on salary and wage increase 
among the employed classes, including the working 
class, so that resources can be transferred to 
employing the unemployed (in a poor country to be 
employed is itself a privilege) and raising income 
levels of the poorly employed and the 
underemployed. 


All of this calls for an ethic of consumption that 
discourages ostentatious living, cuts down the 
production and consumption of non-essential items, 
and shifts production priorities towards fulfilling ‘the 
needs of the poor. It is, of course, necessary to- 
encourage saving among the peasantry, the lower- 
middle classes and even the labouring classes as 
mentioned above. But this will be an impossible . 
task unless the pace-setters of society themselves 
adopt a consumption ethic that encourages austerity 
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and reduces the gap in material culture between 
the different classes. Gandhi put his finger on the 
most crucial dimension of moving towards a just 
social order when he called for a limitation of 
wants and warned his countrymen against falling 
prey to an industrial machine that not only reduces 
the majority of men into labouring slaves but also 
dictates what and. how men should eat, wear, 
dress, sing and dance. Today his insights are even 
more relevant than they were when he was alive. 
If there is to be peace and harmony in the world 
and an end to exploitation among men and 
nations, the present norm of a high-consumption 
ethic most give place to one that on the one hand 
‘meets the minimum needs of all men and women 
and on the other limits the needless expansion of 
wants that have no relationship with the basic 
requirements of body and mind. 


Nature of Production 


Built into such an ethic of consumption is also an 
ethic of production that is critical to the 
achievement of justice in society. Part of the 
problem is that both production and distribution are 
thought of in terms in which the: mass of the 
peopie are reduced to a position of subjects and 
onlookers. An economic ethic that seeks to meet 
the consumpticn needs of all while limiting the flow 
of inessential commodities involves a simultaneous 
increase in the incomes of the poor and the output 
of goods that they will need to buy with those 
incomes. This means that instead of conceiving 
production and consumption as two separate 


activities, one aims at an economic system that (to 


repeat Gandhi's dictum) not only produces for the 
mass of the people but one in which the mass of 
the people are also the producers. 


As are all visions, perhaps this, too, is an ideal 
type All that one can hope to initiate is a 
movement toward such a state. In practical terms 
this calls for a location policy that, while permitting 
large-scale organization where it is unavoidable, will 
encourage the growth of small-scale, labour - 
intensive, decertralized patterns of industrial 
development. Similarly, the market economist’s 
retrogressive concept of effective demand (that only 
the needs that are backed by the existing 
distribution of purchasing power are worth producing 
for) will have to give place to a concept of need 
effectiveness so that the real. needs of:the people 
as a whole determine what goes into the package 
of production. A combination of such a production 
system and the consumption ethic outlined above 
will lead to a climate in which progress toward 


dispersal and decentralization of economic power 
becomes possible. As this happens, the orientation 
to social justice will become less technocratic and 
become more political and thus capable of 
initiatives from below. 


Health and Other Social Minima 


A major casualty of the present structure of 
consumption and production is the fact that large 
number of people suffer from acute malnutrition 
and resulting physical and mental deficiencies. Their 
numbers are likely to increase in the next few 
decades. While national and_ international 
bureaucrats are busy propagating birth control 
measures to ward off an ‘explosion’ sometime in 
the next century, the problem of enabling those 
who are already born and will be born in the next 


_ twenty-five to fifty years to live a normal life and 


put in sustained work for their livlihood, is receiving 
inadequate attention. The picture of the poor that 
emerges from various studies is highly depressing: 
it is a picture of large families exhibiting physical 
and psychic abnormality, an incapacity for sustained 
work even for a few hours, a pronounced inferiority 
complex, a tendency to deal with patterns of 
exploitation and coercion by directing them inward 
and against their own dependents, and a vicious 
cycle of parents inducting children into these 
characteristics of deprivation and degradation, 
turning them into the same kind of adults when 
they grow up, and thus almost ad infinitum. We 
must give top priority to a programme of providing 
basic health care and an adequate supply of 
protein and other nutrients to the poor and 
especially to their children. It is only after a 
minimum standard of health is assured - and the 
benefits of education are widely spread - that 
people’s perception of the survival of infants and 
family size will change. and the problem of 
population growth will be tackled on a rational 
basis. Alongside minimum levels of income there is 
need for certain essential social minima (varying, of 
course, according to diverse cultural and climatic 
conditions) that should be provided for all. 


Political Economy of Justice 


| have deliberately gone to some length in outlining 
the precise policy perspectives and corresponding 
ethics of behaviour needed for the realization of 
justice in a world marked by extremes of disparity 
and inequity. It is only on the basis of such 
detailed considerations that a more general 
perspective on goals and strategies for the future 
can be concretely stated. | shall do the latter now. 


eA 


350 


Poverty and Development — A Dossier 


é& 


; 


Towards an Alternative Package 


een ee 5 SEE eS a ee 


Development for Justice 


As is already implied in the position’! took in the 
chapter on environment and poverty, | reject the 
notion that nations of the Third World ought to 
follow policies that will bring them to the same 
level as the industrially advanced nations. Such an 


aspiration is undesirable. It is undesirable because 


bridging the gap with the rich nations in a short 
span of time entai!s exclusive concentration on 
growth rates and a neglect of the progress toward 
social justice. And yet it is only the latter that 
constitutes development. It is necessary to make a 


distinction between growth and development. By - 


itself, to aim at a high rate of growth of the Gross 
National Product is unexceptionable; indeed, 
noticeable increase in the employment and incomes 
of the poor is not possible without a significant 
increase in GNPs. But it is equally true that one 


can have a fairly high rate of growth of GNP 


without increasing employment and the income of 
-the mass of the people. In other words, whereas 
social, justice entails a high rate of growth of GNP, 
such growth does not ensure justice. And, from the 
experience we have had so far, it could well 
mitigate against a just social order. 


Minima and Maxima 


The analysis so far leads me to the elements of 
an alternative model. The objective of development, 
according to me, should be to achieve minimum 
conditions of material welfare for all the people, the 
minima to be defined according to local conditions 
and norms, some societies fixing them higher than 
others but all of them providing at least a package 
of minimum items of human necessity such as 
food, clothing, shelter, nutritional needs of children 
and mothers, and socially approved minima of 
health, education, drinking water and public 
transportation for all. 


A policy of minima entails a policy of maxima. 
Indeed, without the latter the former is, in practice, 
impossible to realize in reasonable time. Also, 
beyond a certain point, incomes ought not to be 
allowed to grow nor human wants allowed to be 
artificially stimulated by the aggressive salesmanship 
of modern industry or the demonstration effects 
from the rich capitalist countries. There are two 
reasons for this limitation, one of which is relative 
and the other absolute. No one has a right to 
amass more and more income and riches when 
large sections of the population live below 
subsistence standards. Also, it is morally undesirable 
to go beyond a certain level of fulfillment of human 
needs. For, an unlimited gratification of wants leads 
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to individual ‘decay and social disharmony, an 
unnecessary destruction of natural.resources, a 


fouling up of the human environment, and -hence a 
bartering away of the health and happiness of 
future generations for the present pleasure and lust 
of a few. Hence Gandhi’s emphasis on the 
‘limitation of wants’. 


There should be a reasonable scale connecting the 
minima and maxima. That is to say,an admissible 
ratio between the two, thus limiting disparities and 
enabling society to implement the principles of 
natural justice. Entailed in the norm of such a 
scale is the further norm of transfer of surplus © 
incomes and wealth from those above the’ 
maximum to those who have not yet reached the . 
minimum 


Together, the notions of minima and maxima, a 
reasonable scale between the two, and transfers 
from the rich to the poor provide us with an 
economic philosophy not just for a particular 
country but for the world as a whole. For, it also 
suggests that countries that have already achieved 
prescribed levels of material well-being have no 
right to bottle up resources in the name of national 
sovereignty and self-aggrandizement. On the other 
hand, | have no intention of suggesting that 
international transfers of resources and wealth 
should take the form of ‘aid’ from the rich to the - 
poor countries as we understand the term at 
present, for it is clear that aid policies have 
seriously compromised the autonomy and selt- 
respect of recipient countries and of individuals 
living in them. Such autonomy is an integral part 
of my conception of justice. In fact, | am not 
interested in bridging the gap between rich and 
poor countries as an end in itself but, rather, am 
interested in seeing that the acquisitive spirit that 
has taken hold of the richer countries does not 
remain a vehicle of injustice and destruction on a 
world scale as is the case at present 


issue of Participation 


Implicit in the preferred model for social and 
economic justice are also a number of other 
issues. The norms of minima and maxima are not 
mere economic formulations; they are part of a 
certain conception of a good and desirable life. Not 
only should an individual be entitled to a minimum 
level of living; he should also be able to participate 
actively (though he ought not to be forced to do . 
so) in the way things are produced and decisions 
are made. It is not just a minimum wage that one 
thinks of here in some kind of a contractual 
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relationship, alienated from the work process and 
the total scheme of ownership, production, and 
distribution of the means of livelihood. Rather, one 
thinks of an apparatus that man himself controls, 
finds meaningful, and derives a sense of personal 
power and significance from. Futhermore, to the 
extent that economic activity is managed and 
mediated by political and administrative agencies, 
the whole problem .of effective participation in 
decision-making, at the desirable level and in 
optimum units, becomes real. Without such 
participation the economic aims may indeed be 
difficult to achieve. 


There is also the question of not permitting the 
economic process, and what is tellingly called the 
‘industrial-bureaucratic complex’ of modern society, 
to take on an automation of its own and destroy 
every other value in its inexorable march. In other 
words, as the values of a participatory democracy 
and of non-violence in man’s relations to man and 
to the environment are joined with the values of 
autonomy and justice, it may well be that we 
should ask ourselves equally basic questions about 
the kind of institutional superstructure that we want 
to build. Three major dimensions of this issue 
are : 


* The rural-urban structure of the economy; 
* The territorial structure of the State; and 
* The participatory structure of the polity. 


As we pose these questions, it will become clear 
that the available model of modernization is not 
conducive to our goals; that the norm of a 
necessary shift from a predominantly rural to a 
predominantly urban structure based on large-scale 
industrialization may not be the best thing that 
human intelligence has devised; and that urban 
metropolitan life, far from being a ‘civilizing’ 
instrument, may turn into a_ structure of 
manipulation, exploitation and destruction of the 
very properties of man’s natural environment that 
are essential to human survival. 


Similarly, we may also question the norms of 
centralized government, large-sized states, and big 
bureaucracies as necessary instruments of national 
integration ard political accountability. And as we 
question these, we may begin to answer with 
greater clarity the questions that have so often 


been raised about local autonomy, about 
decentralization of functions, powers, resources and 
talents and about optimum size for genuine 
participation of the people. 


Our model of a participatory system should not be 
conceived in terms of simple political reforms. 
Rather, it needs to be addressed to a number of 
sectors - concerning economic organization and its 
governance, the nature of education, location of 
work and enterprise, choice of technology, siz? of 
units (economic, _ political, demographic, 
communications) and the nature of work. 
Participation is not some process of involving 
everyone and reducing all to a common 
denominator. Rather, it consists in evolving 
institutional structures from which diverse indivi-uals 
get a sense of dignity and self-respect, as beings 
that are able to determine their own destinies. 
Poverty and inequality are themselves reflections 
not just of prevailing relations of production but 
rather of structures and values that deny dignity to 
the human being 


It would be folly, however, to look upon such a 
perspective as in any way smooth sailing. Nothing 
is more difficult to realize than changes in the 
social framework of politics - except for *te worse. 
Every step on such a path needs to be fought for, 
by organizing for it and building sustained 
pressures from below in the form of social and 
intellectual movements. And it is, of course, clear 
that these will need to be conceived and carried 
out in not one but many spheres, at not one but 
many thresholds, and in not one but a large 
number of societies. 


These, then, are the issues that arise when 
specific problems of economic strategy, political 
structure, educational policy and the reconstruction 
of human space are considered from the integrated 
perspective provided by a political economy 
of social justice tascsa en ine fulfillment of 
basic needs. As we ces this, tue distinctions 
between economic and poliiical issues disappear 


and new foci of attention gain importance_from the 


contours of class and culture to ecological 
considerations to social policy to ethical imperatives. 
Some of these have already been dealt with in 
earlier chapters. It is to the remaining that | shall 
now turn. 
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LOKPANCHYAT 
- An unique experiment 
in empowering the poor. 


- Ram 
Report compiled by VSP. 


Whiie there has been much hue and cry that 
Government schemes for poverty alleviation do not 
reach the poor Vikas Shayog Prathishthan (VSP) a 
collective of voluntary organizations from 
Maharashtra, tried a unique experiment to explore 
the causes for the same. The programme called 
Lokpanchyat was an exercise to bring Government 
officials and people face to face. 


The entire programme was pivoted on the basic 
question - Government schemes - Poverty 
alleviation or Poverty creation - whose answer was 
sought to be explored by the people themselves. 


VSP conducted a survey of about 800 families in 
five districts of Maharashtra, namely Latur, 
Sholapur, Thane, Raigad and Ratnagiri. Among 
these respondents a few cases were chosen - 


those who had tried for credit through Government . 


schemes (mainly IRDP) and those who had been 
sanctioned some loans. These cases were then 
studied and documented in detail, and were 
presented in the Lokpanchyat. | 


Lokpanchyat was organized in the year 1993 at 
Chiplun (Dist. Ratnagiri ) and 1994 at Sangola 
(Dist. Sholapur). Justice Chandrashekar 
Dharamadhikari (retd. Chief Justice Bombay High 
Court), Dr. Neelam Ghore (Former member State 
Womens’ commission), Datta Savle (Advisor - Vikas 
Shayog Prathishtan), Minar Pimple ( Chairperson 


Vikas Shayog Prathisthan) and One member form. 


the local organization were present as the Panch 
(Jury of five members). 


Cases identified by VSP workers were presented 
before the Panch, in the presence cf local 
politicians, Government officials, Bank officials etc. 
The beneficiaries or attempted beneficiaries 
explained how they were often harassed from 
different quarters in the process of completing 
formalities while availing of benefits from various 
schemes, how middie men become part of these 
exercises, how the poor expend all their savings 
or even borrow to travel to Government offices at 
Taluka and District places and also lose their daily 


wages in the bargain, all in the hope of breaking 
the vicious poverty cycle - but this is of little avail. 
Few lucky ones having the right connections or 
having enough to pay the agents get the benefit. 
Sometimes the beneficiaries are only signatories, 
the benefit often going to the landlord and officials 
mafia. At last few who did get some credit had no 
control over the purchase of goods, thus cycles for 
a cycle shop was bought at price higher the 
market price, farm bred goats were thrust upon 
poor women, which did not survive in open fields 
and so on. 


Lokpanchyat, did but accomplish one objective, i.e. 
provide a platform for the poor to voice themselves 
and when they talked their voices were heard by 
all and they spoke in solidarity. This created an 
atmosphere of concern for officials and politicians. 


Concerned officials admitted on the spot to look 


into cases personally and do the necessary follow 
up. The people did feel empowered. 


What the Panch say ..... : 


Speaking about the two day programme at Sangola 


Justice Dharamadhikari said that unless the voice 
of the poor and exploited was not raised 
democracy was in peril. Lokpanchayt was a step in 
this direction and its objective is to be with the 
poor and exploited and provide them a platform to 
voice themselves. 


Dr. Neelam Ghore brought to light the state of 
women in this entire process. She also highlighted 
the fact the entire design and planning of these 
schemes are done in the four walls of Government 
offices and the poor had no say in this. It is the 
right of these citizens to have their say in this 
planning and implementation process and the poor 
man/woman has to secure this right for himself/ 
herself through such empowering struggles. 


Datta Savale stressed the need for the government 
to plan such schemes in a meaningful way. The 
provision for credit has to be sufficient to meet the 
requirements of the particular economic programme 
chalked out for the beneficiary. Also the schemes 
should focus on providing the basic services like 
water, agricultural extension etc. Thus the focus of 
Government programmes should be to prevent 
poverty rather than create poverty and then try to 
eradicate it. 


Minar Pimple, giving his view stressed the need of 
making the bureaucracy accountable to the poor 


ee 


YUVA 


Alternatives to Poverty — The Right to Development 


and needy. The state and its administrative 
machinery are meant for serving the people and 
the people must be able to speak up against 
them, if they are themselves becoming a means of 
exploiting the people, he opined. 


Lokpanchyat has been an enlightening and 
meaningful experience, both for the people and for 
VSP. VSP is planning to continue this exercise in 


other districts where the ground work has. been 
done and keep up this process. 


Our experience tells us that the main issue here is 
not whether NGO’s have to collaborate or confront 
the Government and the State, but the focus of all 
efforts (of the state and voluntary organizations ) 
has to be removal of poverty through the process 
of empowering the poor and exploited. 
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National Alliance of 
People’s Movements 
Towards an Equitable, 
Sustainable Development 


People’s Rally - Bhopal 


Friends, 


A specter is haunting our nation, our people, For 
all these years, in the name development the 
vested interest with the connivance of international 
agencies have been marauding the lives, resources 
of the people. The so celled new economic policy 
and the consequent “globalization” and privatisation 
are further strengthening, the stranglehold of 
national. international usurpation of people’s 
resources and lives. The neo-colonialist legal 
system of this country provides justification for such 
anti people conspiracy. 


The terror of this ‘development’ is evident from 
the hazardous chemical complexes and the 
nuclear power plants, mega dams, sanctuaries, 
aggressive tourism, eatables and consumer 
goods from multi-national companies, prawn 
and aqua culture, and deep _ sea _ fishing 
in our seas by mega-trawlers of multinationals. 
This ‘development’ has_ been displacing 
millions of our people - particularly the 
tribals and the most deprived section of our 
population - dispossessing them of the resources. 
The development now being pursued 
has been destroying our already = scare 
natural resources, land, forest, water, air - for 
the sake of consumarist and capitalist life style 
of a few. This is further centralising the 
control of resources leading to socio-cultural 
decadence. 


it is time to say enough is enough. Not mere 
words, but actions, struggles to stop this on 
slaught of the ‘Development’ have been going on 
in all pads, of country. The victims of development 
are uniting to challenge the development projects 
and the paradigm of development behind it. 
Through these struggles are emerging the issues 
and alternatives. Many such movements have been 
successful in stalling the destructive projects - like 
in Netrahati, Koel Karo, Auranga dam (Bihar) 
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Bedthi (Karnataka) Baliapal (Orrissa) Sitent Valley 
(Kerala). | 


The time is already running out and there is an. 
urgent need to establish an equitable and 
sustainable paradigm. Initiate such policy. We are 
striving for such development, which will be based 
on people’s participation, equality, avoiding the 
displacement, dispossession and un-sustainable 
modes of production, capitalistic pattern and 
consumerism, centralisation, which would lead to 
self-reliant communities, Swadeshi - (in the sense 
of resources belonging to the common people) and 
sustainable development providing for the 
necessities of all with socio-cultural enhancement. 
Such development has to be participatory and 
transparent and would avoid any attempt to usurp 
the lives and resources of people. We all are 
striving for this in different parts and in different 
ways in itself is our unique strength. To intensify, 
sharpen the struggle for the true mode of 
development and bring in the basic issues on the 
national agenda, which has been besieged by the 
unscrupulous agendas of the neo-colonists, 
communalist, corrupt power manipulators, 
Representatives of 75 organisations from 12 States 
who met at Bombay in September 95, have 
planned a large rally of the displaced, dispossessed 
and struggling people at Bhopal - a monument of 
the victims of the destructive development on 7th 
January 1996. 


The rally would reiterate and reinforce the resolve 
for a strong national alliance for the struggle for 
equitable, sustainable development on the basis of 
peoples power 


Let us converge in Bhopal to make the struggle 
for true development as a National issue and 
strengthen, co-ordinate, intensity our struggle. 


On behalf of all organisations, Dr. Banwarilal 
Sharma, Thomas Kochery, Abdul Jabbar and 
Medha Patkar, Azadi Bachao Andolan, Adiwasi and 
Dallt Research Centre, Bhopal Gas Pidit Mahila 
Udyog Sanghatan, Chilika Bachao Andolan, Enron 
Virodhi Kriti Samiti, Gujrat Asargrast Sankalan 
Samits, Ganga Mukti Andolan, Himalaya Bachao 
Andolan, Jharkhand Displaced Janmukti Sanghatan, 
Jan Vikas Andolan, Narmada Bachao Andolan, 
National Fishworkers Forum, Parisar bachao 
Andolan, Rajasthan Visthapit Samanavay Samiti, 
Samajwadi Jan parishad, Zinga Machali Virodhi 
Abhiyan and others. 
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About YUVA 


YUVA (Youth for Unity e Voluntary Action) is a non-government 
development organisation working on issues related to urban and rural poor 
communities. Its work on urban issues is undertaken through the Bombay 
City Project that focuses primarily on the rights related to housing and 
livelihood of the following population constituencies: street children, 
pavement dwellers, women, youth and slum dwellers across Bombay. 
Besides rights work, ‘VU'VA is involved in comprehensive community work 
in some areas of the city. Here, work is on multiple issues ranging from 
livelihood and housing to education, health, women’s issues, criminalisation, 
civic amenities, etc. YUVA is committed to the process of achieving social 
justice, organizing people and empowering them to negotiate with the 
State. YUVA’s levels of intervention range from education, training, 
action-organisation to research, policy and advocacy work. To take policy 
and advocacy work forward, YUVA is involved in forums and campaigns 
at the national and international levels, such as the National Campaign 
for Housing Rights, Campaign Against Child Labour, Asian Coalition for 
Housing Rights, the Habitat International Coalition etc. Through these 
forums, YUVA fas been involved in bringing forth issues at the 
governmental and United Nations level. 


YUVA also runs a Legal Resource Centre that undertakes counselling and 
litigation on women’s issues and issues pertaining to violations of human 
rights. ‘YUV:1 runs a students’ programme called Anubhav Shiksha which 
is part of a national effort to mobilise youth into development work, 


On rural issues, SUVA is actively involved in the Development 
Collaboration Joundation - a network of several rural NGOs in 
Maharashtra that has recently been active in the campaign against cherucal 
polluting infustries in Konkan in rural Maharashtra. In collaboration with 
other organisations, YUVA has been involved with studying and 
documenting earthquake rehabilitation in Marathwada. YUVA has also 
engaged in debates related to the National Forest Bill currently under 
preparation at the Central Level. 


Based in Bombay since 1984, YUVA now has offices in Nagpur and | 
Pune. 


